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WORLD HEWS 

Berlusconi 
says he will 

not contest 
premiership 

Silvio Berlusconi, leadT of Italy's 
centre-right opposition; says he 
will not bea candidate for prime 
minister at the next election. 

With the possibility of Italian 
polls before the end of the year, 
Mr Berlusconi urged his group to 
pick another candidate. The for- 
mer prime minister denies coj- 
iption allegations, but some 
Lies fear these would haunt him 
in an election campaign Page 20 

Europe pensions warning 

European politicians must fare 
the growing problem of pension 
provision, a former UK social 
security minister will tell an 
international conference today. 
Page3 ’ 

Ukraine budget voted down 

Ukra me's.parliament rejected 
government budget plans in a 
move to push the president Leo- 
nid Knchma into signing a con- 
troversial election law. Page 2 

More quakes rock tarty 

Three sharp earthquakes rocked 
central Italy, causing farther - 
damage to buildings already 
weakened by recent tremors. 

Belgian police protest ' 

Thousands of Belgian police and 
magistrates demonstrated ' 
against plans for policing reforms 
following bungles in child sex 
murder investigation* 

Plutonium probe cleared ' 

A plutonium-powered space 
probe was due tohlast off 
towards Saturn from Florida 
early today after environmental- 
ists failed in a last-minute legal 
bid to halt the launch. Page 6 

US warahlpa- reach Outf 

The aircraft carrier USS Nimitz 
and six warships arrived in the 
Gulf a day after Iran Tannched 
naval manoeuvres than. US . 
deployment 'aimed at Iraq, not 
Iran’, Page 6 ; 

Mexico start* clean-op 

HlfflriMiw hpgan ‘ cleaning up after 
Hurricane Pauhne^which kfQed 
at least 201 people in south-west- 
ern states. Thousands areiwme- 
less andhundreds~s£i]l missing. - • 


300m fe w e r people: V'..; 

China would have 300m more 
people bid fiarifs striqfpolicy 
limiting most fandltes to' one 
child, Premier LfPe&g told 

demographers. ' T : ; . " . 

ooroner o e mpMne 


The UK official who will hold an 
inquest into the ftmcess of 
Wales’s death railed his situation 
ludicrous because lie cannot call 
foreign witnesses and must rely 
on French police reports. 

Thai conenlttee chief quKs 

Amaret Sfla-on, chairman of the 
committee charged with oversee- 
ing Thailand’s 58 suspended 
flMmcei companies, resigned cit- 
ing political interference. 

Page 5 ■: 

Historic fighter crashes 

The world's last flying German 
Messerscbmitt 109 crashed at a 
UK airshow. The pilot survived. 

No dancing on Jumbo • 

KLM Royal Dutch Airlines. •- 
suspended a jdlot and two flight 
att endants Tnr flonwng rmVha 

roof of a Boeing 747-400. 

Schumacher's hopes aDve 

Michael Schumacher won the 
Japanese Grand Prix, leaving - ' 
him one point behind Formula 
One championship leader Jac- 
ques Villeneuve of Canadawith 
one race left. 

Singh on song 

Vfjay Singh of Fiji won the world 
matchplay golf championship at 
Wentworth, England, beating 

South Africa's Ernie Els by one 

hole in the final. Els had won the 
title three years in a row. 


EMS: Grid 


BUSINESS NEWS 


China to keep 
forex reserves 
in dollars after 
launch of Emu 

China ended speculation that it 
would switch a large share of its 
$13L6bn (£8L2bnJ foreign 
exchange reserves into the euro 
after the start of European eco- 
nomic and monetary union in 
1999. China expects the euro to be 
a "soft and unstable currency in 
its early years'* and will keep 
most of its foreign erahapgp 
reserves in US dollars until the 
single currency has matured. 
Page 20; Currencies, Page 33 

Kingfisher, the UK retailing 
group, will announce it has 
suspended discussions on a possi- 
ble £225m ($362m) takeover of 
But. the French retailer in which 
it has a 26 per cent stake. Page 22 

HSBC, world's largest banking 
group, announced sweeping 
changes among senior manage- 
ment, sparked by the decision of 
group chairman Sir William 
Purves to step down. Page 21 

British Bankers’ Association is 

to launch a reference euro inter- 
est rate - the euro London Inter- 
bank Offered Rate. Page 20 

German hanks handling the sale 
of the government’s stake in 
Lufthansa priced the issue at 
DM3&30, valuing the total offer- 
ing at DM4.7bn ($2.6bn). Page 21 


The European Comarinton has 

dropped an investigation into 
alleged breaches of EU competi- 
tion law by US computer group 
Digital Equipment Page 24 

BOC heads a consortium 
awarded a Slbn contract by 
Petroleos Mogicanns to buftd the 
world's largest nitrogen genera- 
tion nmnpiw in the state of Cam- 
peche. Page 21 


Finland’s leading 
commercial hank , and Nardban- 
ken of Sweden are planning a 
joint venture which would create 
the largest banking group in the 
Nordic region. Page 24 

Intel US company that is the 
world’s biggest chipmaker, is 
expected to annonnea third -quar- 
ter earnings unchanged or. 
slightly lower than the second 
quarter. Page 26 


has agreed a deal 
guaranteeing gas deliveries to 
Bulgaria for 15 years. Page 2 


i, largest industrial group 
in Finland said reduced volatil- 
ity in crude oil prices underpin- 
ned a profit increase in the first 
eight months. Page 23 

Skmaldafo National Bmik fears 
measures proposed by the gov- 
ernment will imdermine its inde- 
pendence. Page 2 


US pharmaceuticals 
group, is expected to continue 
rapid pamtngR growth in the 
third quarter. Page 26 

Norway's Labour government is 
expected to tighten fiscal policy 
by the equivalent of 1.5 per cent 
of GDP in its last budget before 
making way for a centre-right 


coalition. Page 3 

Chins Ts l s c o m is raising the 
price of share s in its forthcoming 
Hong Kong listing, taking poten- 
tial proceeds to more than 
US$4bn. Page 21; Lex, Page 20 

TEN, UK car parts group, 
expected to recommend a revised 
offer of £L4bn ($2J25bn) from Fed- 
eral-Mogul of the US, after indica- 
tions that Ohio's Dana Corpora- 
tion win not bid- Page 23 

Alcan Atumtntnm of Canada has 

reported a 20 per cent decBne in 
third-quarter net namings to 
US$80m, after a special charge of 
¥3(kn. Page 24 

London International Oroop is 

finalising nego tiatio ns to launch 
the first Durex branded condoms 
hx Japan. Page 21 



Pafl overflte Mock capital 

Dateline; forte, Page 10 
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BAT and Zurich in merger talks 


$36bn deal 
would create 
one of world’s 
top insurance 
companies 

By Christopher Brown- Humes 

Zurich, the Swiss financial 
services group, and BAT Indus- 
tries, the UK tobacco and insur- 
ance conglomerate, confirmed 
yesterday that they were discuss- 
ing a £23bn (J36.5bn) merger 
which would create one of the 
world’s biggest insurance groups. 

The deal would combine Zurich 
with BAT’s financial services 
operations, which include Eagle 
Star and Allied Dunbar in the UK 
and Farmers in the US. 

The combined group, which 
would split from BATs tobacco 
activities, would rank as 
Europe's third -biggest Insurer by 
market value. Zurich has a mar- 
ket capitalisation of about £i2bn, 
while analysts value BATs finan- 
cial services activities at between 
£10bn and £l2bn. 

In a joint statement yesterday, 
Zurich and BAT said discussions 
were at an advanced stage, but 
an agreement had still to be fina- 
lised. Zurich shareholders would 
bold 55 per cent of the merged 
operating company and BAT 
shareholders the balance. The 
operational headquarters would 



be Zurich and shares would be 
listed in both Zurich and London. 

Analysts said a deal would be 
driven by the logic of combining 
the two groups’ US operations. 
Zurich owns Kemper, a US fond 
management group, and is buy- 
ing another - Scudder, Stevens & 
Clark - for $1.76bn. Their prod- 
ucts could be sold through Farm- 
ers' 1 4,000s trong agency force. 

There would be benefits for 
Zurich in a stronger presence in 
the UK market, where there may 


be opportunities to replace dimin- 
ishing social security benefits. It 
could also gain expertise from 
Allied Dunbar’s experience in 
unit-linked products and the 
expertise of Threedneedle, BATs 
fund- manag ement subsidiary. 

A deal would give BAT the 
global stature and continental 
European presence it has long 
sought in financial services. But 
it would not gain the critical 
mass or cost savings in the UK 
which would have come from the 


merger with Commercial Union 
mooted less than a year ago. 

British American Financial 
Services - the part being merged 
- had premium income last year 
of £10bn and £47bn of funds 
under management. 

A BAT insider said: “The busi- 
nesses are outstandingly comple- 
mentary in the US and the UK. 
This is about growth, not cost- 
cutting.” 

But some analysts were scepti- 
cal about the implications for the 


UK businesses. Bob Yates, head 
of research at Fox-Pi tt, Ketton. 
said: “It's opportunistic, but Zur- 
ich is not the optimal partner for 
Eagle Star and Allied Dunbar 
because it doesn't have a huge 
operational base in UK composite 
insurance.” 

Analysts expect news of the 
planned demerger to be warmly 
welcomed by BAT shareholders 
this morning, because the gr ou p 
has long been valued at less than 
the sum of its parts. Its shares 
have risen by just 27 per cent in 
the last five years, while the UK 
market has doubled. 

Rolf Httppi, Zurich’s chairman, 
would be chairman and chief 
executive of the combined group, 
but there would be executive 
board roles for Sandy Leitch, 
chief executive of British Ameri- 
can Financial Services, and 
Marty Feinstein, Farmers’ chief 
executive. BAT'S tobacco 
operations would r emain under 
the aegis of Martin Broughton, 
BAT chief executive. 

The merger is not expected to 
be completed before the middle of 
next year. This is because listing 
particulars need to include 
audited aaspaumpnli! of the two 
companies’ 1997 accounts and 
because the merger would need 
to be approved by insurance com- 
missioners in nine of the US 
states where Farmers operates. 

Gol dman Sachs Lazards 
are jointly advising BAT on the 
deal. Morgan Stanley is advising 
Zurich. 

Zurich extends vision. Page 22 
Lex, Page 20 


$12bn package would be tied to tough reforms 


IMF urged to back 
Indonesia rescue 


By Quentin Peel and 
Sander Thoenes in Jakarta • 

Western diplomats in Jakarta are 
urging the Internationa] Mone- 
tary Fund and World Bank to co- 
ordinate a large-scale rescue 
package for Indonesia - worth at 
least $12hn - provided President 
Suharto accepts tough conditions 
to curb corruption. 

Hie size of the proposed pack- 
age would be large enough to 
defend the rupiah, the Indonesian 
currency, which faces pressure 
from demands to repay the still 
unquantified short-term debts 
run up by the country’s sprawl- 
ing industrial and banking 
groups. 

It would be much larger than 
the $4bn credit facility mooted 
last week when the Indonesian 
government appealed to the IMF 
and the World Bank for help in 
the face of a 32 per cent decline 
in the currency since August 
However, the proposed deal 
would require radical reform of 
central bank supervision of com- 
mercial banks, stricter rules to 
ensure transparency of govern- 
ment contracts and curbs on 
state and private monopolies. 

Such regulation could affect 
the activities of many of Presi- 
dent Suharto’s family and associ- 
ates, who control some of the 
most lucrative business sectors 
in the rapidly growing economy. 

" I don’t think anyone realises 
the enormity of the decision,” 
1 a senior western diplomat 
They have just entered the 
highest-stakes poker game they 
have ever played. An extremely 
proud man hag been persuaded to 
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go along with it [the approach to 
the IMF and the Bank! But they 
can’t be sure how Suharto will 
react next" 

Senior Indonesian government 
ministers have suggested that a 
credit package could be put 
together under the IMF’s 
extended fund facility involving 
relatively mild conditions. But 
western diplomats and bankers 
believe that unlikely: although 
they recognise that Indonesia has 
pursued sensible macro-economic 
policies in recent years, they are 
convinced that action is needed 
to curb corruption and to impose 
stricter regulation on the private 
and state sectors. 

The tough-but-generous strat- 
egy was proposed as the first IMF 
nffi rials arrived in t he Indonesian 
capital at the weekend to draw 
up details of the financial assis- 
tance programme, which may 
involve the Asian Development 
Bank and bilateral credit facili- 
ties from other governments. 

“Nothing the government does 
is having any effect," according 
to the same western diplomat 

He said the package should be 
large enough to cope with any 
short-term debt exposure that 
may emerge from an investiga- 
tion of private-sector borrowing 
offshore, much of it done outside 
the banking sector, and without 
any hedge against currency 
movements. 

“The Fund and the Bank are 
not going to soft pedal. After (the 
annual meeting of .the IMF in] 
Hong Kong, they are sure to go 
after good governance.” he said. 

Currencies, Page 33 

Aslan currency crisis. Page 18 






Suharto: regulation could hit the 
activities of relatives 


Texas Instruments to 
launch ‘turbo’ chip 


By Alan Cane in London 

Texas Instruments, the US-based 
semiconductor manufacturer, is 
expected to announce today a 
new family of ultrafast silicon 
chips which will have the power 
of a supercomputer at a cost that 
will allow them to be used in 
everyday devices. 

The phenomenal computing 
power of the new chips - a devel- 
opment of processors used in 

mobile telephones - will allow 
computers to generate much 
more realistic three-dimensional 
images in games and otho* appli- 
cations. 

They will make possible more 
powerful telescopes which can 
spot images in deep space, travel 


in virtual reality with a lifelike 
feel and provide higher resolu- 
tion medical images. 

Eric Dewannian, Texas’s Euro- 
pean manager for the new chip 
families, foresees surgeons prac- 
tising operations in virtual real- 
ity before turning their scalpels 
to live patients. 

Texas claims it is the first chip 
capable of lbn “floating point” 
calculations every second. Float- 
ing point calculations offer the 
degree of accuracy necessary to 
create a lifelike image of, say, a 
moving figure in an interactive 
computer game. 

- The latest games, such as 
Tomb Raider, feature animrtwi 

Continued on Page 20 
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NEWS: EUROPE 


Bulgaria and Russia agree on gas deal Slovak central 


By Anthony Robinson and 
Kerin Hope in Sofia 


®« | 9afia’s gas pfpsSne network 


Russia and Bulgaria have 
a 2 Teed a 10- to 15-year ga«r 
supply deal which guaran- 
tees gas deliveries to Bul- 
garia and paves the way for 
krge-scale sales of Russian 
gas to western Turkey 
according to Alexander 
Bozhkov, Bulgaria's deputy 
prime minister. 

Hie agreement reached in 
Moscow last week between 
Gazexport, the foreign trade 
arm of Gazprom the Rus sian 
gas monopoly, and Bulgar- 
ia the state owned Bulgar- 
ian gas company, marks a 
watershed in bilateral rela- 
tions, Mr Bozhkov said. 

“The gas deal is a land- 
mark in our development 
We either had to defend our 
independence and show that 
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we were a sovereign Euro- 
pean country or accept that 
we were a Russian satellite 
for ever.” he said in an inter- 
view. 

“If we want to join Nato 
and the EU we have to be 


recognised by the Russians 
as an independent country 
and not have terms imposed 
upon us. This we have 
achieved.” he added. 

Bulgaria, the former 
Soviet Union's closest ally in 


Europe, is totally dependent 
on Russia for the &5bn cu 
metres of natural gas tt con- 
sumes annually. Until Janu- 
ary this year it paid well 
below world market prices 
under a 10-year deal si gned 
In 1968. The lower gas price 
compensated for work done 
by state-owned Bulgarian 
contractors on the Tamhnrg 
pipeline which supplies gas 
from northern Siberia to 
much of western Europe. 

At Bulgarian Insistence 
the new agreement, the 
details of which are now 
being finalised, was ham- 
mered out directly between 
the two commercial compa- 
nies. This marks a departure 
from previous energy deals 
arranged on a state-to-etate 
basis. 

The deal also cuts out 
Topenergy, the controversial 


Russo-Bulgarian joint ven- 
ture in which Gazprom built 
up a majority stake through 
links with subsidiaries of the 
Bulgarian Multigroup hold- 
ing company, headed by Mr 
Ilya Pavlov. 

Topenergy, which used to 
be headed by Mr Audrey 
Lukanov, the former com- 
munist prune minister who 
was assassinated in Sofia by 
an unknown gunman a year 
ago, was set up to mediate 
Russo-Bulgarian gas and 
other energy deals. 

Multigroup has long been 
viewed with suspicion by the 
Union of Democratic Farces, 
the centre-right coalition 
which launched an anti- 
corruption campaign after 
sweeping the farmer commu- 
nist Socialist party out of 
office at elections last April. 

Reaching a mutually bene- 


ficial gas supply and transit 
agreement with Russia 
before winter has been a pri- 
ority for Bulgaria. The gas 
supply accord is linked to a 
separate deal under which 
Bulgaria will retain owner- 
ship of the Bulgarian section 
of a transit pipeline deliver- 
ing up to 9bn cu metres of 
Russian gas to Istanbul and 
western Turkey. 

The Bulgarian side under- 
took to build two new com- 
pressor stations and enlarge 
the last 10km section of the 
existing pipeline to Turkey. 
Bulgargas also agreed to 
start talks next year on 
building a second pipeline. 

The protected second line, 
whicb would run parallel to 
the existing 122 . metre diam- 
eter pipe is planned to carry 
up to I6bn cu metres a year 
and cost an estimated $500m. 


bank wary of 
loss of powers 


By Kevin Done and Robert 
Anderson in Bratislava 


Polish coalition partners divided on key posts 


By Christopher Boblnski 
In Warsaw 


Poland’s pro-business 
Freedom Union (UW) party 
yesterday demanded a big 
say over economic policy in 
the country's next govern- 
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meat as the price of enter- 
ing a coalition with the 
trade union Solidarity Elec- 
toral Action (AW S). 

The demand came as lead- 
ers of the Solidarity affiance 
and the UW prepared to 
meet today. The AWS has 
201 seats compared to the 
Uw's 60 deputies in the 460 
seat parliament. 

The meeting follows a 
week of bargaining between 
the two parties and indica- 
tions that the AWS wants to 
relegate the UW to a junior 
role in the next cabinet The 


AWS has refused to surren- 
der the initiative in the 
economy to its more experi- 
enced partner. 

The talks have still to 
come up with an agreed can- 
didate for the post of prime 
minister. Marian Krzak- 
lewski* the head of the AWS, 
has said he will give the 
candidate’s name to Alek- 
sander Kwasniewski, the 
president by Thursday. 

Yesterday the UW reiter- 
ated that it wanted Leszek 
Balcerowicz, the party's 
leader and the architect of 


Poland’s post-1990 market 
reforms, to be the sole dep- 
uty premier with responsi- 
bility for the economy. 

The party also wants the 
finance, treasury, foreign 
affairs, transport and educa- 
tion portfolios as well as the 
crncial post of European 
Integration affairs. Poland 
is due to start talks on Euro- 
pean Union membership 
early next year. 

Meanwhile, Mr Krzak- 
lewski, who has refused to 
take the post of prime min , 
ister, is insisting on three 


deputy premia's in the new 
government The AWS also 
appears ready to cede only 
fy np of the economic minis- 
tries to the UW. 

In a sign of growing impa- 
tience with the way the 
negotiations were going, the 
UW MW on Friday that 
it be consulted on the AWS*s 
choice of the next prime 
minister. The AWS has 
given Mr Krzaklewski a free 
hand to make the appoint- 
ment 

The favourite for the 
moment appears to be Jerzy 


Buzek, a 57-year-old chemis- 
try academic from Gliwtce, 
who played an important 
role in the Solidarity under- 
ground in the 1980s. He is 
Mr Krzaklewslti’s main eco- 
nomic adviser and retains 
good links with the UW poli- 
ticians. dating bade to 1981 
when they were all in Soli- 
darity together. 

The second candidate la 
Marian Wiszniewskt a little 
known 60 -year-old professor 
from Wroclaw with link* to 
Solidarity's radical right- 
wing fections. 
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MPs throw out 1998 Ukrainian budget 


By Charles Clover in Kiev 


The Ukrainian parliament has 
rejected the government’s proposed 
1998 budget in a tit-for-tat attempt to 
pressure Leonid Kuchma, Ukraine's 
president, into signing a controver- 
sial election law. The law would give 
Ukraine’s large opposition parties a 
boost in forthcoming parliamentary 
elections. 

Lawmakers passed a resolution 
instructing the government to mavp 
changes in its 1998 budget and 
return it to the legislature within 
two weeks. Legislators said the bud- 
get proposal violates the constitu- 
tion. and complained about low 


spending targets and overly optimis- 
tic income projections. 

Observers said that this was a 
clear attempt to pressure Mr 
Kuchma into signing an election law 
which parliament passed two weeks 
ago, and which Mr Kuchma has yet 
to sign. 

The election law would require 
half of Ukraine’s 450-seat parliament 
to be elected according to party lists, 
while the remainder would run for 
election as individuals. One caveat is 
that parties would be disqualified 
unless they receive at least 4 per 
cent of the vote. In practice, this 
would strengthen large political par- 
ties. such as the nationalist Rukh 


party and the left wing parties, such 
as the Socialist/ Agrarian block and 
the Communists. 

These parties makp up the stran- 
gest opposition to President 
Kuchma, whose administration has 
been characterised by tense rela- 
tions with parliament 

After parliament’s rejection of the 
budget Yevgeny Kushnarev, head of 
the president's administration, said 
that the election law contained some 
points which were not consistent 
with the constitution. “The presi- 
dent simply does not have the right 
to sign [the election law] with such 
violations,” he said. 

The prime minis ter, Valery Pusto- 


voitenko, and Mr K uchma are under 
pressure to get the budget through 
parliament, but as it stands, the bud- 
get would conflict with the stringent 
conditions of the IMF. who require a 
lower deficit than that forecast 
“The contents of the budget satisfy 
practically nobody,” said Alexander 
Moron, chairman of the parliament 
But parliamentary pressure to 
increase spending would only exac- 
erbate this deficit problem. An IMF 
team is scheduled to arrive in Kiev 
later this month to review progress 
on a one-year, $542m stand-by loan. 
One tranche of this loan has already , 
been held up by a higher than expec- i 
ted deficit in August I 


The National Bank of 
Slovakia is concerned that 
measures proposed by the 
government will undermine 
its independence and ability 
to maintain tough monetary 
policy in the run-up to next 
year's general election. 

Western banks operating 
in Slovakia fear the moves 
would weaken the central 
bank’s ability to fight infla- 
tion and could threaten the 
stability of the Slovak 
koruna, which was a target 
of speculative attacks earlier 
Mite year. 

According to leading west- 
ern diplomats In Bratislava, 
the proposed changes to cen- 
tral bank legislation, 
approved by the cabinet but 
still tippding to be passed by 
parliament, are part of 
moves by the government of 
Vladimir Mecaar to central- 
ise power. 

Slovakia is now excluded 
from Brussels’ list of east 
European countries recom- 
mended for early negotia- 
tions on joining the Euro- 
pean Union because of 
unsatisfactory democratic 
development of its institu- 
tions. 

The pr op o se d amendments 
to central bank law would 
allow the government to: 

• Directly appoint half the 
members of the board; 

• Force the bank to 
increase its financing of the 
growing budget deficit; 

• Take control of the 
National Bank's budget by 
transferring approval from 
the bank board to parlia- 
ment 

Analysts say the move 
against the central bank 
could worsen borrowing 
terms for Slovakia in inter- 
national capital markets as 
it prepares to launch a euro- 
bond for an ambitious infra- 
structure investment pro- 
gramme. 

“The central bank is seen 
as a pillar in Slovakia’s good 
economic performance." said 
a leading western diplomat 




Medan centralising power 


The prime minister, how- 
ever, said relations between 
Hip government and the cen- 
tral bank were not changing. 
“They are very good.” Mr 
Meciar said the issue of con- 
trol of the bank budget had 
arisen because the central 
hawk was spending funds on 
constructing a new building 
which was out of proportion 
with other state institutions. 





Far-sighted encounter with the euro: 
our know-how lifts the veil. 
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The Mnrinr gove rnmen t is 

proposing to raise the limit 
on central bank finan cing of 
the budget from the current 
5 to 10 per cent of the previ- 
ous year’s budget revenues 
helping it to cut its borrow- 
ing costs. Vladimir Masar, 
central bank governor, said 
that under the government 
proposals the number of 
board members would be 
increased from eight to 10 
including the governor and 
two vice-governors. The min- 
istry of finance would pro- 
pose five members, and the 
governor only two. 

Hie central bank governor 
said he was most concerned 
by the proposal to transfer 
approval of the National 
Bank's budget from the bank 
board to parliament Same 97 
to 98 per cent of the bank's 
budget related to monetary 
policy and only 2 per cent to 
the bank's operating costs. 

“If parliament approves 
the budget, the scope for 
monetary policy is quite nar- 
row,” he said. 
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Mfeoiir to 
bow out 


Italy left to lick its wounds 


•r'r -.^■T h ** Burtbi Stockholm ■ 

^ a ; Jforway’e minority Labour 
^v-ygawieitunent is today expec- 
ted to anmnmce a tigh tening 
■V C. of -fiscal policy in its last 
• : .'Budget before resigning to 
v make way for a centre-right 
¥ coafition later, this week. 

'Scandinavian financial 
.. . analysts believe the budget 
will be dominated by a pro- 
posed increase in indirect 
.... taxation, resulting in a. fiscal 
• • . ti gh t e ning equivalent to L5 
per cent of gross domestic 
product. 

- The measures will be the 
last put to the Norwegian 
Storting by the Labour 
/ party; which vowed to resign 
after failing to achieve its 
target or S&9 per cent of the 
V vote In last month's elec- 
tions. Although, it remains , 
. toe largest party after win- 
ning 35 per cent of the vote, 
it wilt stand down in favour 
of a coalitioo of the Chris- 
tian People’s party, the Lib- 
erals and Centre party, 
which together won less 
than 27 per cent 
The new coalition is expec- 
ted to take power on Friday, 
when Kjell Magne Bondevik, 
parliamentary leader of the 
. Christian People's party - 
also known as the Christian 
Democrats - is likely to be 
. . named prime minister. 

Given its minority hold on 
power, the coalition is expec- 
. ted to endorse most of 
Labour's budget proposals, 
notably its plans to increase 
: spending an schools and hos- 
pitals. Mr Bondevik, how- 
ever, could seek further tax 
rises to fund the new govern- 
ment’s social welfare pro- 
gramme, which includes 
more generous grants for 
families and the elderly, and 
increased aid spending. 

The Christian Democrats 
have also proposed a rise in 
inccane taxes for individuals 
! earning more than 
. Nkr450,000 ($64,000) a year. 
But that move has been 
opposed by the Liberal 
party, which favours 
tougher envir onmental legis- 
lation to help fund the gov- 
ernment’s programme. 

Liberal party officials, 
however, have admitted that 
the absence of a parliamen- 
tary majority will create a 
“slalom” government, trying 
to seek a consensus in the 
Storting between the con- 
flicting demands of the 
Labour party an the left and 
a greatly strengthened Prog- 
ress party an the right. 

As such it is unlikely to 
tear up today’s Labour bud- 
get, but instead amend some 
of its spending proposals. 
Some analysts also expect it 
to jettison the coalition’s 
more controversial propos- 
als, notably the Centre par- 
ty’s demand to cut Norwe- ; 
gkm oil production by 10 per ; 
cent a year to preserve natu- 
ral resources. 


By James Blitz in Rome 

The charter flights have 
returned to London. The 
Homan polfcria have tucked 
away their batons. The beery 
chants of “gli hooligan 
fnglesC round the Spanish 
Steps has given way to the 
chug-chug of Vespa scooters 
swerving through the Eter- 
nal City. 

But the departure of 
England’s soccer supporters 
has not allowed Italy to sigh 
with relief. Instead, Italians 
lamenting their country's 
failure to score in “the foot- 
ball match of the year” were 
yesterday consumed by one 
emotion: what has tbeir 
country done to deserve so 
I much bad luck in recent 
days? 

The misfortune started 
with a sequence of earth- 
quakes - including another 
yesterday - that rocked 
Umbria, badly damaging 
Assisi’s basilica of St Francis 
and leaving thousands 
ho mel ess. Then, last Thurs- 
day night, came the fall of 
one of . the country’s few 
internationally admired gov- 
ernments in recent years - 
the victim of a parliamen- 
tary coup. 

Finally (or so Italians 
hope) came that nerve-rack- 
ing. tantalising, goal-tie- 
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Italian police in riot gear move in on English soccer fans during Saturday night's World 
Cup qualifying match neows 


prived soccer draw against 
England - a match which 
the Italian nazionalc, or 
national team, would easily 
have won on home territory 
in the old days. 

“Oh God. what a week. 


what a bunch of disasters for 
an Italy that seems to be 
crumbling in every sense.” 
cried la Repubblica, the cen- 
tre left daily newspaper, yes- 
terday. “Churches and 
bouses crumbling, the gov- 


ernment collapsing and Mal- 
dini [Cesare Maid ini, the 
coach] holding those press 
conferences in which he 
promised us he would make 
the English sweat.” 

The performance on the 


football field has dominated 
attention in the last 24 
hours. There has been plenty 
of condemnation of "gU hoo- 
ligans”, who, in the words of 
an Italian Olympic Commit- 
tee member, “would have 
paid dearly back in their 

own country if they had so 
much as grazed a police- 
man”. But the criticism of 
“gli azzurri” - the national 
side - has been far worse. 

“A truth has emerged," 

lamented La Gazzetta dello 
Sport, the pink paper 
regarded as the fount of all 
soccer wisdom by many Ital- 
ians. “Today Italy is inferior 
to England. It does not pos- 
sess England's self-confi- 
dence. its command of the 
g am p and — yes, hear this — 
its ability to improvise on 
the field." 

Politicians were equally 
harsh. "We were inferior on 
the field.” said Gianni 
Rivera, a minister and Ital- 
ian football legend. “I did 
not see a team, a strategy or 
a leader." said Gianfranco 
Fini. leader of the ultra-right 
National Alliance. Others, 
such as Massimo d’Alema, 
leader of the Party of the 
Democratic Left (PDS). 
allowed their expressions as 
they left the Olympic sta- 
dium on Saturday night to 
speak for themselves. 


UK to probe 
Cup violence 


By Jimmy Bums in London 

The English Football 
Association will launch an 
urgent Investigation after 
senior English officials 
blamed Italian authorities 
for the violent scenes at Sat- 
urday night's World Cup tie 
between England and Italy. 

Graham Kelly, the FA's 
chief executive, was yester- 
day particularly critical of 
the way that some 2,000 
English fans - the majority 
of whom had nothing to do 
with the violence - were 
kept back for two hours in 
Rome’s Olympic stadium 
after the match had ended. 

-This kind of action by 
the Italian authorities is 
quite unacceptable. These 
genuine fans were not 
allowed to leave the stadium 
until about 1.15 in 
the morning." Mr Kelly 
said. 

Be also accused the Ital- 
ian government of “break- 
ing its pledge” not to dis- 
criminate against English 
fans in the policing of the 
event 

Although Italian police 
baton-charged both local 
and English fans in an 


apparent effort to keep them 
apart, English FA officials 

claim that they were much 
tougher and violent with 
English fans. 

Apart from policing meth- 
ods, one of the main focuses 
of the English FA's investi- 
gation will be ticket 
mg arrangements for the 
game. 

According to senior 
English police officers, an 
elaborate police operation 
aimed at keeping the peace 
was undermined by the sale 
of tickets on the black mar- 
ket in Italy to English fans, 
some of whom English 
police had identified as 
potentially violent. 

Up to 1,000 tickets which 
were meant to have been 
allocated by the Italian foot- 
ball authorities to genuine 
Italian fans are thought to 
have found themselves on to 
the local black market and 
sold by Rome touts to 
English fans. 

This meant that some of 
the more extreme elements 
among English fans found 
themselves next to equally 
hardline Italian fans in the 
stadium, undermining the 
policy of segregation. 


French prime minister's proposed law setting a 35 hour week will require further bill to define precise terms 

Jospin takes supple approach to working week 


By Andrew Jack in Paris 

Lionel Jospin, France's 
Socialist prime minister, per- 
formed one of the most deli- 
cate balancing acts since his 
election when he unveiled 
proposals to cut the legal 
length of the working week 
from 39 to 35 hours from the 
start of the year 2000. 

By holding back his 
detailed plans - prepared in 
advance of the talks - unto 
the nine-hour session with 
employer and union repre- 
sentatives was reaching its 
end, the premier managed to 
avoid anyone walking out of 
the Matignon in indignation 
and played np the idea of a 
negotiated. consensual 
approach. 

By announcing that there 
would be a law setting the 
“objective” of a 35 hour max- 
imum working week early 
next year, he appeared to be 
meeting his election commit- 
ments. the expectations of 
his political allies and the 
spirit of his subsequent pro- 
nouncements on the subject 

And by arguing that the 
supplementary wage costs 
triggered by the measure 
would be compensated by a 
combination of wage 
restraint, productivity gains 
and government aid. be was 
even able to claim the use of 
the formula in bis manifesto: 
35 hours without a reduction 
in salaries. 

To more sceptical observ- 
ers, his approach was more 
about meeting the; strict 
form of bis pledges than the 
substance. As the two key 


ministers in the discussions 
- Martine Aubry at employ- 
ment and solidarity and 
Dominique Strauss-Kahn at 
economics, finance and 
industry - argued on Friday, 
the policy is extremely sup- 
ple. 

Indeed, as officials close to 
the discussions have con- 
ceded. the law voted early 
next year may ultimately 
have no effect at all. It 
requires a second enabling 
bill at the end of 1999. wbich 
will define the precise terms 
for reducing the working 
week, based on the health of 
the economy and on volun- 
tary progress between 
employers and unions 
towards 35 boors. 

Even if the second law 


NEWS DIGEST 


The French government 
believes np to lm employees 
will benefit from fewer 
working hours next year as 
a result of tax reductions 
announced at its jobs sum- 
mit on Friday. 

A senior official indicated 
that the ministry of employ- 
ment had allocated FFrSbn 
(5500m) in its 1998 budget to 
compensate for tax exemp- 
tions offered by the state to 
employers in exchange for a 
shift towards a 35 hour max- 
imum working week. 

The aid - which is likely 

reduces the length of the 
maximum legal working 
week, it may permit the use 
of additional “supplemen- 


to take the form of reduced 
social security contributions 
- will be offered on a sliding 
scale of np to FFr13,000 per 
employee for the year. 

Employers will receive up 
to FFr9,000 a head for reach- 
ing agreements with unions 
to cut working hours by at 
least 10 per cent and 
increase staff numbers by at 
least 6 per cent The sum 
may be increased by up to 
FFr4.000 a head for those 
making additional efforts, 
such as achieving a 32 hour 
working week. 

tary hours” up to existing 
limits without any penalty. 
Even if it imposes additional 
charges on supplementary 


hours, it may use a calcula- 
tion based on the hours 
worked over a year rather 
than over any single week. 

That is before taking into 
account numerous special 
cases, such as businesses 
with fewer than 10 employ- 
ees, which are exempt from 
the 35 hour objective; and 
cadres or manag ement level 
employees, who often work 
many more hours than the 
existing limit and for whom 
there may be different condi- 
tions. 

The main problem for 
employers - and potential 
foreign investors - as a 
result of Friday's announce- 
ment is the uncertainty that 
it introduces: two years dur- 
ing which some companies 


may feel obliged to start 
reducing the working week 
for fear of incurring penal- 
ties while others bold back 
in the belief that nothing 
will change. 

One will suffer competi- 
tively compared to the other, 
and any business forced to 
cut the working week will 
also risk being placed at a 
disadvantage to its rivals 
based in other countries 
with a higher maximum 
working week. 

But the wrath of the busi- 
ness community - and the 
potentially perverse effects 
on employment - are not the 
only gambles Mr Jospin is 
taking. His decision creates 
one more division with his 
Communist coalition part- 


ners, who called during the 
election campaign for “35 
hours paid 39". 

And union leaders warned 
on Friday evening that they 
would be “testing the tem- 
perature" of employees after 
the prime minister's appar- 
ent refusal to accept any 
new rise in the minimum 
wage - as demanded by the 
radical CGT and FO unions 
- untQ next July. 

Mr Jospin's response to 
questions about what will 
ultimately happen to the 
length of the working week 
in 2000 were telling: “Why do 
you want to write history 
before it has happened? It Ls 
not impossible I won’t be 
there to talk to you 
then." 
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Politicians told 
to face hard 
pension facts 


By Jane Mart i n s on, 
Investment Correspondent, 
in Benaimadena, Span 

European politicians must 
face up to tibe growing prob- 
lem of pension provision. 
Lord Moore of Lower Marsh, 
a former UK sec retar y of 
state for social security until 
1989. will tell an interna- 
tional confeence today. 

Lord Moore’s research into 
demographic changes and 
the provision of pensions left 
him “surprised at how little 
action has been taken of a 
fundamental kind" across 
Europe. Evidence of an age- 
ing population suggests that 
support would be impossible 
by 2040 for most developed 
countries; he said. 

He recognised the political 
diffic ulties of lowering state 
benefits or increasing the 
burden on individuals. “Not 
for one moment do I under- 
estimate the difficulty of 
action in any of these areas," 
he said- "But inaction is 
impossible.” 

“I would expect any sensi- 
ble politician to stand back 
and say: 1 have no choice'". 

in a hard-hitting keynote 
speech to conference dele- 
gates from across Europe, 
Lord Moore, who is chair- 
man of Credit Suisse Asset 
Management is to call for 
radical action from those 
countries which mostly rely 

on the state for their pension 

provision. 


“The scale of the demo- 
graphic dilemma facing 
- countries almost entirely 
relying on the state for their 
pension provision is not 
solved by tinkering.” 

In a statement likely to 
annoy continental Euro- 
peans who find it difficult to 
accept the British model. 
Lord Moore is to champion 
funded pension schemes 
which are paid for by the 
individual and company. 

“I have yet to see a better 
answer than funded pension 
schemes to the inherent 
dilemma faced by a greying 
world dominated by unsus- 
tainable and unfunded pen- 
sions promises,” be said. 
However, Lord Moore denied 
that he was advocating a 
British model for afi. 

He Is pessimistic about 
whether the issue will be 

tackled by politicians. “The 
action that is needed is obvi- 
ous. The issues are quite 
clear - but so is tbe 
short-term pain associated 
with action. Few politicians 
embrace unpopularity by 
choice, few nations embrace 
decisions with pensions time 
frames." he said. 

Hie conference, which is 
organised by the European 
Federation for Retirement 
Provision and the UK’s 
National Association of Pen- 
sion Funds, will debate some 
central concerns of the 
industry, including the 
impact of a single currency. 


Swiss offer to 
cut transit fees 

Switzerland has offered substantially to reduce proposed 
charges on. heavy trucks crossing the Alps in a last-ditch 
effort to finalise a bilateral transport agreement with the 
European Union Moritz Leuenberger, Switzerland's trans- 
port minister, is expected to deliver the new proposals to 
Neil Kinnock, EU transport commissioner. In Brussels 
today. Switzerland is one of Europe's main north-south 
transport routes and its ban on 40-tonne trucks has led to 
over lm vehicles a year being diverted through tbe Aus- 
trian and French Alpine passes. 

The Swiss, concerned about environmental damage to 
the Alps from increasing road traffic, voted in 1994 that 
all trans-Alpine traffic should go by rail by 2004. In a bid 
to fulfil this commitment and encourage tbe use of rail, 
Switzerland bad originally proposed to levy a charge of 
SFrSOO ($414) per truck in return for phasing out its ban 
on 40-tonners. However, this figure was roughly twice as 
high as the EU was prepared to accept 

Last week the Swiss government announced an extra 
SFr200xn a year subsidy for the state-owned railway's 
trans-Alpine goods service, which was seen as a sign that 
it was willing to reduce the proposed charge on EU trucks i 
to dose to SFr400. William Hall, Zurich 

■ ARMENIA AND AZERBAIJAN 

Nagorno-Karabakh accord 

Arm enia and Azerbaijan have agreed tbe outline of a set- 
tlement over Nagorno-Karabakh . according to French offi- 
cials, involving a militar y pull-back and autonomy far the 
ethnic Armenian enclave within Azerbaijan. 

The tentative deal was brokered by Jacques Chirac, 
president of France, and Boris Yeltsin, president of Rus- 
sia. at the Council of Europe summit In Strasbourg on 
Saturday. President Levon Ter Petrossian of Armenia and 
President Heidar Aliev of Azerbaijan joined 42 other gov- 
ernment leaders for the Strasbourg summit because their 
countries have applied to join the Council of Europe, 
which acts as the continent’s human rights watchdog. 

The two elements of the plan are demilitarisation of the 
territory and some autonomy within Azerbaijan. Presi- 
dent Ydtsin has offered to host a high-level meeting of 
the so-called Minsk group which has dealt with 
Nagorno-Karabakh in the past This group includes the 
US, Russia, France and some Caucasian countries as well 
as the mam protagonists. David Buchan, Strasbourg 

■ CZECH AND SLOVAK REPUBLICS 

Leaders agree outline deal 

The Czech and Slovak republics have taken the first step 
to resolving some of the issues left over from the break-up 
of Czechoslovakia in 1993. In tbe first bilateral meeting 
since 1993 between the Czech premier Vaclav Klaus and 
his Slovak counterpart Vladimir Medar. the two leaders 
expressed willingness to exchange each country’s shares 
In the other’s biggest hank. The Czech Republic also sig- 
nalled its readiness to transfer Slovak gold held at the 
Czech National Bank, 

Slovakia bolds about 15 per cent of Komercni Banka, 
the Czech Republic's biggest bank, and 24 per cent of 
CSOB hank. The Czech Republic claims about 30 per cent 
of VUB, Slovakia’s biggest bank. Talks over division of 
assets broke down in 1993 and Slovakia has made 
repeated demands for the transfer of assets it believes are 
owing to it, inrhirimg cultural artefacts, a stake in the 
Czech arrlinp C$A, and part of the former federation's 
oceangoing merchant fleet- The Czech Republic has 
demanded repayment of debts owed by Slovakia while it 
was a partner in the federation. Robert Anderson, Prague 




It doesn't realty matter whether you 
work in the remotest regions on earth, 
sail across oceans or just climb moun- 
tains for fun. There are going to be 
time s when you need to get in touch. 
And in the middle of nowhere, that 
isn't easy. 

In an age of digital mapping , and 
positioning systems accurate to the 
nearest meter, it's easy to forget that 
almost 90‘'o of the globe is completely 
inaccessible to ordinary telephones. 

With Station V2 there's no such 
place as nowhere. 11/e provide a com- 
plete range of satellite communications 
services that work wherever vou do. 
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So if there's sky above, you can make 
that call. 

Our latest service uses the smallest 
lap-top terminals yet to access the 
world's telephone networks from prac- 
tically anywhere. Voice, data or fax, the 
choice is yours. 

No fuss, no bother, no unnecessary 
complication, just global communica- 
tions that work - every hour of the day, 
every day of the year. 

For full details of Station 12 satellite 
communications , write to us at the 
address below. Or call us, if you can. 

Station 12, if you can get there, you 
can call from there. 


Station 1 2* 

The ultimate m o b i f 
connection 


For information call *31 TO 3*3 3*00 

or fa a +37 70 3*3 9500 or e-mail to atBtionl 29pi no: 

or write to Station 13, PO Box 30 ISO, 

2500 CD The Hague. The Netherlands 
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/enezueian Congr ess to decide this week whether to move against finance minister 

Impeachment threat in Brady bonds rov 


NEWS DIGEST 


By Raymond Co«t in Caracas 


The Venezuelan Congress win this 
week decide whether to proceed 
with impeachment hearings 
against RaOl Matos Az6car, finance 
minister, following a wave of criti- 
cism over last month’s $4.4bn 
Brady bond swap. 

The bicameral finance commit- 
tee, which is probing the legality 
and fin a n cial benefits of the deal, 
last week called on Mr Matos to 
testify before Congress. The com- 
mittee, which plans to present its 
Anal report by Wednesday, said it 
would not seek to overturn the 
swap. 

In September Venezuela retired 


S4.4bn of Brady bonds in exchange 
for a $4bn global 30-year bond, the 
country’s first long-term sovereign 
debt issue without putting up col- 
lateral It was celebrated in inter- 
national capital markets as a suc- 
cess but questioned domestically. 

Critics argued the swap produced 
only a 10 per cent debt reduction, 
while increasing annua] debt ser- 
vice payments and fiscal pressure. 
Argentina achieved a debt reduc- 
tion of 30 per cent in a similar 
transaction, they said. 

Mr Matos retorted that the deal 
not only freed $1.3bn in collateral 
that went to reduce internal debt 
with the central bank but also 
improved Venezuela's access to 


international capital markets. He 
also rejected accusations tha t he 
should have consulted Congress 
beforeband. 

“It would have jeopardised the 
transaction and broken the confi- 
dentiality agreement with the US 
Securities and Exchange Commis- 
sion." 

Mr Matos informed the chairmen 
of the House and Senate finance 
committees the eve ning before the 
debt swap plan was made public. 

The finance minister is confident 
of staying in office, saying he 
would dedicate only about 20 per 
cent of bis resources to his defence. 
He dismissed the accusations as 
“entirely political". 


Political parties are increasing 
opposition ahead of next year’s 
presidential election. “The Brady 
controversy is indicative of the 
kind of opposition the government 
can expect in coming months,” cme 
political analyst said. 

The finance committee could rec- 
ommend impeachment hearings in 
the House, which would require a 
two-thirds majority to remove the 
minister from office. Alternatively, 
the government could negotiate a 
face-saving accord with Congress 
by setting up consultative mecha- 
nisms that would avoid a show- 
down. 

Some observers say opposition 
congressmen, satisfied with having 


raised the issue, are not interested 
in ousting the minister. 

Vet the row could impede the 
government's plans to refinance 
part of its $14bn labour and social 
security obligations through 
domestic and international capital 
markets. The government needs to 
refinance $8bn over a five-year 
period and requires congressional 
approval 

Plans to retire Slbn of Brady 
bonds belonging to the Venezuelan 
Investment Fund (FIV), the state 
privatisation agency, have already 
been put on hold. 

The plan was to pay cash, but 
the finance ministry Is now review- 
ing other options. 


Reno tough on 
cam pai gn funds 


Brazilian maverick shifts spiritual home 

W StodS.rith Geoff Dyer on 3 

leading Brazilian t— i , 


W hen President Bill 
Clinton dines with 
leading Brazilian 
politicians tonight during 
his first official trip to South 
America, one member of 
Congress will not be on the 
guest list 

Fernando Gabeira Is now 
the lone representative of 
the Green party in the Bra- 
zilian lower house. In 1369, 
though, he was a member of 
the MR-8 group of leftwing 
revolutionaries which kid- 
napped Charles Elbrick, the 
US ambassador to Brazil 
The Americans have never 
forgotten. Mr Elbrick was 
released after suffering only 
a blow to the head, but died 
a few years later from a 
brain haemorrhage. Mr 
Gabeira's requests for a visa 
to visit the US have always 
been refused. 

After writing a book about 
the kidnapping he became 
the B razilian figurehead for 
the radical left. He even pub- 
lished a series of conversa- 
tions with Daniel Cohn-Ben- 
dit, leader of the 1968 
student movement in Paris. 

However, Mr Gabeira is 
also a symbol of the transfor- 
mation in Br azilian attitudes 
towards the US which Mr 
Clinton would welcome. The 
sullen anti-Americanism 
which accompanied the 
Elbrick kidnapping is a 
thing of the past. The politi- 
cal elite is still highly sensi- 
tive to criticism, but there is 


Geoff Dyer on 
Fernando 
Gabeira, a 
former 
revolutionary 
who now 
symbolises a 
new attitude 
towards 
Washington 



Fernando Gabeira: ‘My politics have been rapidly transformed since 1989' 


a broad acceptance of thing s 
American - culture, advice 
and, particularly, invest- 
ment 

“It Is very important now 
that we have good relations 
with the US, especially in 
commercial matters,” says 
Mr Gabeira, whose years in 
exile included a stay In 
Cuba. “There are lots of 
issues on which we have a 
co mmo n future." 

With the end of the cold 
war the US's obsession with 
communism has faded, he 
says, adding philosophically: 
“My own politics have also 
been rapidly transformed 
since 1989." 

He acknowledges that 
anti-Americanism went 
hand-in-hand with Brazil's 


post-war closed economy and 
now supports plans to create 
a Free Trade Area for the 
Americas, the 34-country ini- 
tiative which has raised 
recent tension between the 
US and Brazil. 

To shouts of abuse from 
some erstwhile friends on 
the left he has also voted in 
favour of opening Brazil’s 
economy to foreign invest- 
ment especially the planned 
privatisation of the telecom- 
munications industry. 

“Telecoms is undergoing a 
revolution around the world 
and Brasil needs to be pre- 
pared to participate in this 
process.” Mr Gabeira says. 

The Elbrick kidnapping 
took place in a very different 
climate. During the cold war 


anti-Americanism had con- 
stituencies on both sides of 
the Brazilian political spec- 
trum. The left accused the 
US of propping up the mili- 
tary regime which took 
power in 1964, while parts of 
the Catholic right sneered at 
US materialism. 

Both wings felt neglected 
by the US government, 
which announced it was 
channelling huge amounts of 
public resources to rebuild 
the European economy after 
the cold war, but left Latin 
America to the private sec- 
tor. 

“Anti-Americanism was 
strong throughout Latin 
America at the time and Bra- 
zil was no exception." says 
Bolivar Lamounier, a politi- 


cal scientist in S&o Paulo. 

Brazil still looked towards 
Europe, not just because of 
the links with former colo- 
nial masters but because of 
the millions of Italians and 
Germans who had emigrated 
to Brazil at the turn of the 
century. French was the sec- 
ond lang nn ga until the mid- 
1960s. 

Intellectual influences 
were also primarily Euro- 
pean. The University of S&o 
Paulo, arguably the best in 
the country, played host to a 
number of French scholarly 
luminaries, including Claude 
Lftri-Strauss, Fernand Brau- 
del and Michel Foucault The 
British historian Perry 
Anderson, who studied there 
in the 1960s. described it as 


“a tropical version of the siz- 
Hme”. 

The same university also 
gave rise to an influential 
critique of the economic 
“dependency” of Latin 
America on the US. Its prin- 
cipal author was a young 
sociology professor and for- 
mer communist called Fern- 
ando Henrique Cardoso, now 
Brazil’s president 

Mr Clinton will arrive 
today in a country whose 
frame of reference has 
shifted considerably. 

The liberalisation of the 
economy at the beginning of 
the decade has accompanied 
a rapid escalation in . US 
influence. In the developed 
south, and especially in S&o 
Paulo, US popular culture is 
everywhere - endless shop- 
ping malls, drive-in last food 
restaurants and baseball 
caps. Nearly 60 per cent of 
Brazilians studying at for- 
eign universities this year 
are in the US. 

Something of a political 
maverick, Mr Gabeira's poli- 
tics most closely resemble 
US liberta rianis m. He is an 
energetic defender of gay 
rights, indigenous peoples 
and environmental protec- 
tion. 

Last year he proposed a 
scheme to increase the num- 
ber of nudist beaches. His 
spiritual home has moved 
from the cafes of the Left 
Bank to the Californian cof- 
fee shop. 


Janet Reno, US attorney-general yesterday said she was 
conducting a “massive, ongoing criminal investigation” 
into caTH p a ig n finance, abuses during, the 1996 presidential 
race and would not spare anybody from her probe. She 
used this unexpectedly strong turn of phrase to describe 
her deliberations on whether to appoint a special 
prosecutor to consider campaign finan ce malpractice by 
the White House. 

“Tf there's specific and credible information developed 
that President Clinton may have violated the law, then 
we trigger the statute [on the appointment of a 

prosecutor]," she said, insisting she would not be 

stampeded by Republican critics into authorising a formal 

investigation. No indication of criminal activity at the 

highest level had been uncovered so far, she said. 

She was speaking a day after Newt Gingrich, House 
speaker, said she had been made to “look like a fool" by 
developments in the controversy. Senators Arlen Specter 
and Susan Coffins, both Republicans, yesterday said the 
delay in releasing videotapes of Mr Clinton preriding ova: 
funding-raising “coffees" at the White House had 
highlighted the need for the immediate appointment of a 
special prosecutor. Bruce Clark. Washington 


CONSUMER CREDIT 


Greenspan warns of debt risk 


Alan Greenspan, chair man of the US Federal Reserve, 
said at the weekend that readily accessible consumer 
credit had helped to “democratise” borrowing markets 
while increasing the risks of borrowing excesses and 
default “While we should applaud the 'democratisadon' 
of our credit markets over the years, we must be vigilant 
to the risks of excess, both by lenders and consumers,” he 
told a conference on economic development. 

Mr Greenspan said both structural change and financial 
innovation had helped to expand access to credit for the 
vast majority of Americans., “including those of limited 
means”. But he warned that more easily accessible credit 
might entice consumers to exceed spending limits. 

“Along with unprecedented credit access, some 
problems are occurring that should alert us to potential 
dangers,” Mr Greenspan told the conference organised by 
the Gre enlining institute, an umbrella group dedicated to 
promoting low-income and minority economic 
development Reuters, San Francisco 


VENEZUELAN ECONOMY 


Unemployment rate falls 


Venezuela's unemployment rate fell to ll pm- emit in . 
September, according to the government statistics office. 
Earlier this year the figure stood at 12.1 per cent Many of 
the jobs created were in the construction sector. 

The fell in unemployment suggests the beginning of 
economic recovery after four years of stagnation- The 
economy grew 2 per cent during the first quarter and 6 
per cent during the second period. 

The government has recently declared job creation, a 
priority and is negotiating a nation-wide employment 
plan in talks with industry and labour. It expects the 
unemployment rate to reach 10 per emit by year-end. 
However, nearly half the country’s workforce is employed 
in the informal sector. Raymond Coha, Caracas 
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THE OVERNIGHT CURE TO EXECUTIVE STRESS 


We know what business trips can be 
like. We also know that being out of 
the office often means being out of 
touch. That's why we've introduced 
something unique and exclusively for 
the European business traveller. We 
call them Smart Rooms™ . They're 
designed not just as luxurious bed- 
rooms, but as fully functioning offices 


• High intensity, purpose built angle 
poise lamp 

- Large, comfortable beds 

• Ergonomically designed business 
chair 

- Oversized easy chair with ottoman 

• Full range of business essentials on 
credenza 
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call ITT Sheraton or vour 


■ Large desk with enough space to 
work and think 

■ Credenza with easily accessible 
power outlets 

■ Prmter/Fax/Copier that is easy to use 

■ Dual line speaker phone with 
integral modem jack 

■ Telephone with an extra long cord 


So whenever you plan a business trip 
in Europe, do the smart thing. And 
don't forget the American Express 


travel agent and ask for the Sheraton 
Smart Room™. Then you urn leave 
the office without leaving work. 


EASDAQ 
EUSA Fusion 
Schuler & Partner 
Silicon Valley Baric 


For company profiles and Forum details see: 

www.cal-it.com 
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Sheraton 

HOTELS & RESORTS 

TPT 


For reservations and information, call 
vour travel prolixsonal or ITT Sheraton 
toll free: U.K.: 081)0353535. Germany: 
0LJ0 853 535, Italy: 167835035. France: 
080Q9U6535, Belgium: 0800 13535. Ask 
for the Sheraton Smart Room and 
guarantee your reservation with the 
American Express Card. 


Online registration: www.cal-it.cefn 

Registration /Information: 

Unify Bird, Cadogan International, 

117 Charterhouse Street, London. EC1M 6AA 
Tel: +44 171 336 8710, Fax: +44 171 336 8703 
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NEWS: ASIA-PACIFIC 


Interference blamed for' resign ations at 
group 




nmmirrpA 

budget this week, has previ- 
ously enlivened his nresenta- aa 

■ 1007 

lyMI 1 1 1 M. 1 IrA/V' 

tlons with quotations from 

□ 1096 


fiy.TfltfiteRtecke ; 
in Bangkok 

A crucial week for' 
Thajhmd’s efforts to restore 
health and confidence in its 
fln apcia] system got off to a 
. rocky start at the weekend. 
The chairman of the. commit- 
tee-charged with overseeing 
the ; country’s 58 suspended, 
finance companies resigned, 
citing political interfemme.. 

Axnaret Sfla-on, along with 
three other “neutral” mem- 
bers of the itfxineniber-cdm- 
mittee who also resigned, 
were afraid that last week’s 
intense lobbying ctf Chavalit 
Yongchaiyudh, prime minis- 
ter. and Chatichai Choon- 
havan, a senior adviser, by 
executives of the suspended 
companies would result in a 
relaxation of the commit- 
tee’s tough criteria for 
suspended companies to 
reopen. 

Thailand is set to unveil 
an Wednesday a comprehen- 
sive programme to restruc- 
ture its financial system, 
which is burdened by a 
mountain -of bad debts a 
lack ■ of confidence among 
investors. 

A key component of- that 
programme is a quick and 
orderly resolution to the fate 
of the suspended companies, 
who borrowed Bt430bn . 
($12bn) in emergency liquid- 
ity from the central bank 
before - the International 
Monetary Fund put a halt to 
the practice. Mr Amaret’s 
committee set tough criteria 
for . those companies to 
reopen, a move applauded by 
World Bank , and IMF offi- 
cials who thiriic most of the 
suspended companies should 
be shut permanently. 

The committee was also to 
review rehabilitation plans 
for companies . trying ; to 
avoid having their assets 
taken over by * Financial 
Restructuring Agency (FRA) 
expected to be announced on 
Wednesday. ’ 


The committee was then 
s late d to be dissolved. 

Finance executives have 
tried to get those conditions 
relaxed, especially provi- 
sions c alling for repaying 
the central bank within 
three years and a capital-to- 
risk assets ratio of 15 per 
cent 

“I accepted this position 
because 1 wanted to help 



Chavaht Yongchaiyudh: 
lobbied by companies 

restore confidence in Thai 
economic stability. 1 know 
what 1 should do. But if the 
environment changes and 
the weak of the committee 
becomes confusing, then I 
had better quit,” said Mr 
Amaret, also chairm an of 
the Stock Rxchangw of T h a i - 
land. Mr Axnaret is the sec- 
mid rfmirman to leave the 
committee in as many 
months. 

Analysts said while the 
new FRA could easily 
assume the _ duties of Mr 
Amaret’s committee, the res- 
ignation showed the diffi- 
culty technocrats would 
have in ftw ptemwmng politi- 
cally explosive parts of the 
restructuring programme. 
Mr Amaret had been invited 
to head tbe committee by 
Virabhongse Ramangkura, 
deputy prime minister. 


Malaysia looks to deliver soft landing 

Budget will seek way out of country’s economic crisis, says James Kynge 

A 


nwar Ibrahim. Mal- 
aysia’s deputy prime 
minister 3nf ^ flnanisi 


Asia's ex po rt s; pause for breath 

Cumulative export growth (annua! 96 change) 


and even little-known west- 
ern thinkers such as Rein- 
hold Neibuhr. 

He will need no such 
device on Friday, when be is 
assured a rapt audience both 
within and beyond Malaysia 
for a 1998 budget which 
must attempt to chart a 
course out of the country's 
first economic crisis for 
more than a decade. 

The task before him is 
unenviable. The financial 
markets want Mr Anwar to 
deal harshly with what they 
regard as the economy’s 
greatest weakness; a splurge 
in investment in relatively 
unproductive projects which 
have engendered heavy bor- 
rowing and hefty import 
bills. 

However, domestic corpo- 
rate and political interests - 
and the two are often indi- 
visible in Malaysia - are 
opposed to spending cuts if 
they are so harsh that they 
drive companies into bank- 
ruptcy and precipitate a 
banking crisis. 



angapore 
Smok SocOan-QctfOy DManti 


Thailand rndsnaa RiBppiras 


Signs that the support of Malaysia’s Moslem 
majority is ebbing toward political rivals 
could have been behind a controversial 
suggestion by Mahathir Mohamad, the 
Malaysian prime minister, that a Jewish 
“agenda" may be at work against his 
country, observers said, writes James 
Kynge. 

Dr Mahathir, while touring the 
conservative east coast state of Terengganu, 
said Malaysia and Indonesia, the world’s 
most populous Moslem country, had fallen 
victim to speculative attacks on their 
currencies carried out by Jews. George 
Soros, the US financier who Dr Mahathir 
accuses of undermining the Malaysian 
currency, is Jewish, he noted. 


“And incidentally, we are Moslems and 
the Jews are not happy to see the Moslems 
progress,” he said to a crowd in 
Terengganu. “We may suspect that they 
[Jews] have an agenda but we do not want 
to accuse,” he added in remarks reported by 
Bernama, the national news agency. 

Jews had robbed the Palestinians of 
everything, be added, but could not do so in 
Malaysia so they resorted to attacking the 
ringgit- Observers said his remarks were 
directed at shoring np support In Malaysia’s 
rural heartland where conservative beliefs 
predominate among e thnic Malays, Moslem 
by law. There have been indications many 
Malays do not agree with Dr Mahathir’s 
zeal to modernise the practice of Islam. 


Mr Anwar must therefore 
try to deliver a “soft land- 
ing” for an economy which 


has already begun to stalL 

He has said that the bud- 
get will be tough, indicating 
he is aiming for a budget 
surplus. Its broad aim, econ- 
omists say, will be to restore 
confidence in the ringgit, 
which has depreciated by 
more than 20 per cent since 
July 1. and the stock market 
while laying the foundations 
for a resurgence In exports. 

Central to repairing confi- 
dence In the ringgit is the 
task of correcting the cur- 
rent account deficit. Mr 
Anwar said that this deficit, 
an indicator that Malaysia is 
spending beyond its means, 
will be brought down to 
between 4-5 per cent of gross 
national product in 1998 and 
lower in 1999 - compared 
with an expected 6 per cent 


this year. 

Achieving this would 
require narrowing the trade 
deficit - an important com- 
ponent of the current 
account deficit - by boosting 
exports and scaling back 
imports, said Professor 
Mohamed Ariff, executive 
director of the Malaysian 
Institute for Economic 
Research, the country’s top 
think tank. 

Possible measures to boost 
exports included tax reduc- 
tions for manufacturing 
exporters and new incen- 
tives for high technology 
companies, both local and 
foreign, economists said. 
Many in the financial mar- 
kets would also like to see 
the corporate tax rate cut, 
partly to soften the impact of 


the current economic slow- 
down and partly to boost 
flagging foreign investment 
inflow s- 

“ Non-essential” imports 
may be scaled back by 
administrative me as ures and 
by encouraging local manu- 
facturers of industrial com- 
ponents. Privatisation and 
infrastructure projects, some 
of which have been post- 
poned already, may be fur- 
ther deferred in order to 
reduce demand for imports, 
as well as foreign engineer- 
ing and consultancy services 
which show up in the capital 
account component of the 
current account. 

What Mr Anwar gives to 
the corporate sector he must 
take away elsewhere. He 
might have to raise taxes. 


economists said, on some 
areas of consumption, 
including liquor, cars, gam- 
bling and tobacco- Some in 
the financial markets would 
even like to see the introduc- 
tion of a value added tax, 
something the government 
has long resisted because of 
fears over its. inflationary 
impact 

Another priority, said Neil 
Saker of SocGen Crosby In 
Singapore, must be to elimi- 
nate the shortfall between 
savings and investment, 
which stood at 63 per cent of 
gross national product in 
1996. Mnch of this correction 
will come from postpone- 
ment of investment projects 
but it is also possible mea- 
sures to enhance savings 
wffl be pursued. 


It remains to be seen, how- 
ever, whether Mr Anwar 
unveils any initiative to 
shore up a financial sector 
which is already suffering a 
sharp rise in non-performing 
loans, driven by the stock 
market’s plunge and an 
oversupply of property. 

There is also no indication 
as to whether he will tackle 
one of the economy’s chief 
dilemmas; whether or not to 
raise interest rates. Raising 
rates would undoubtedly hit 
companies which are more 
heavily indebted to local 
banks than their counter- 
parts in any south-east 
Asian country. But failin g to 
tighten monetary policy 
could weaken the ringgit, 
and therefore drive down the 
stock market 


Sri Lanka cautions over US move on Tigers 


By Amal Jayasfnghe 
in Colombo, Sri Lanka 

Sri Lanka has cautioned 
that the landmark US move 
blocking foreign funding for 
Tamil Tiger guerrillas was 
unlikely to curb immedi- 
ately tbe island's 14-year 
ethnic war. 

Colombo described US Sec- 
retary of State Madeleine 
Albri^it’s inclusion of the 
Liberati on Ti gers of Tamil 
Eelam (LITE) on a list of 80 
terrorist organisations as a 
big diplomatic victory. 

The US is the first western 
country to brand the LTTE 
as terrorists. Under the US 


law it is a criminal offence 
to provide any support to 
designated terrorist organi- 
sations, which include 
Hamas, Hizbollah and the 
Khmer Rouge. 

The LTTE, which is fight- 
ing for a separate Tamil 
homeland in the island's 
north-east, is led by led 
Velupillal Prabbakaran and 
is thought to be one of the 
world’s most dedicated and 
motivated guerrilla organi- 
sations with an elite unit of 
suicide bombers. 

“For the first time the 
international community 
has made a value judgment 
about the LTTE and labelled 


them as what they are, a 
terrorist organisation,” 
GL. Peiris, justice minister, 
said. 

The Tigers were first ban- 
ned by India after the group 
was implicated in the assas- 
sination of Rajiv Gandhi, 
the former Indian prime 
minister, in May 1991. 

“Hie US has pointed the 
way and we hope other 
c ount ries too where the 
LTTE has significant fund 
raising campaigns will ban 
the LTTE." Mr Peiris said- 

The extent of LTTE’s fund- 
ing from abroad is not clear 
but the group is known to 
have organised campaigns 


to attract contributions 
while tbe Sri I -an knn gov- 
ernment has accused them 
of extorting money, a claim 
denied by the rebels. 

There was no im medi ate 
reaction from the LTTE to 
the US move which western 
diplomats said would also 
apply to front organisations 
of the Tigers which are said 
to be operating offices in 42 
countries. 

US President Bill Clinton 
last week called on US 
“friends and allies” to fight 
fund-raising efforts by 
groups that Washington 
calls terrorists. “We will 
work to uncover those who 


raise money for them [ter- 
rorists] in America and 
encourage our friends and 
allies to do the same within 
their own borders,” he said. 

Western diplomats in Col- 
ombo said for e i gn ers in the 
US supporting the terrorists 
would be expelled while 
those who are members or 
sympathetic to the 80 
groups in the list would be 
denied US visas. 

Dhannalingam Sidhathan, 
a pro-government T amil leg- 
islator, said the US move 
was the biggest political 
blow to tbe LTTE but it 
could have little impact on 
the overseas funding 


operations of tbe LTTE 
spread across the globe. 

“We still don’t know how 
this US action will be put 
into practice .” M r Sidhathan 
said. “The LTTE has uncon- 
ventional methods of getting 
their money and whether 
file US action will extend to 
cover all that is yet to be 
seen." 

Although Sri lankn asked 
other countries to outlaw 
the LTTE, Colombo itself 
has not banned the group 
despite fighting them, partly 
because of a lobby that such 
a move will permanently 
shut the door for possible 
peace talks. 
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class thanks to our expertise in all kinds of mobile technologies: GSM, DCS, AMPS... 
We've developed this mobile know-how over many years in France where we are leader 
of a market open to full competition. 

When service and innovation are key, you can count on France Telecom, a world-class 
operator with activities in over 50 countries. Together we can build the world to come. 
http://www.francetelecom.fr 
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France Telecom 
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NEWS: INTERNATIONAL 


US deployment ‘aimed at Iraq, not Iran’ 

Oh, — . * 


By Bruce Clark 
m Washington 

An aircraft carrier and six 
other US warships entered 
the Gulf yesterday amid 
strenuous assurances from 
Washington that the deploy- 
ment was aimed at Iraq and 
not Iran 

US officials said the air- 
craft carrier Nimitz, which 
can carry 50 fighters, had 
been sent to the region 
ahead of schedule in order to 
intensify air patrols over 
Iraq - and not as a challenge 
to Iran, which also began 
naval manoeuvres at the 
weekend. 

But there was extreme ten- 


sion between Washington 
snd both the regional pow- 
ers which it is struggling to 
hem in under the policy 
known as dual containment. 

Washington announced 
the deployment of the Nim- 
itz after the Iranian govern- 
ment mounted air raids on 
the Mujahideen opposition 
movement inside Iraq. The 
Iraqi air force has also 
stepped up activity in recent 
days. 

The US navy said over the 
weekend that the aircraft 
carrier's sole purpose was to 
take part in Operation 
Southern Watch, the US-led 
air patrols which enforce a 
no-fly zone in southern Iraq. 



Nlmitz: entered Gulf yesterday ahead of schedule ap 


Washington has also 
s tress ed that it sees nothing 
extraordinary about the Ira- 
nian naval manoeuvres 
which began on Saturday, 
involving two Russia n-built 
submarines and about 50 
ships. 

“We are not expecting a 


confrontation with Iran nor 
are we looking for one,” said 
James Rubin, the State 
Department spokesman late 
last week. Washington 
in the past been relatively 
tolerant of Iranian or Irani- 
an-backed incursions into 
Iraq. 


The US will this week be 
urging its partners in the 
UN Security Council to step 
up pressure on Baghdad by 
imposing travel bans on 
Iraqi officials who refused to 
co-operate with UN arms 
inspectors. 

■ Royal Dutcb/Shell, the 
Anglo-Dutch oil group, yes- 
terday declined to confirm or 
deny a report in the Wash- 
ington Post that it was nego- 
tiating to build a &L5bn gas 
pipeline across northern 
Iran, writes Robert Corzine. 
Iranian officials also 
declined to comment. If the 
deal came off it would chal- 
lenge the US's Iran sanctions 
policy. 


Shell, which has a large 
US presence, has been cau- 
tious about investing in Iran, 
although it has been talking 
to the Tehran government 
for many years about possi- 
ble projects, including a 
large-scale gas export 
scheme for the South Pars 
gas field in the Gulf. A 
planned $2bn investment in 
South Pars by a consortium 
led by Total of France is the 
biggest test to date of 
Washington’s unilateral 
sanctions. 

Last July the US indicated 
that it would not object to a 
gas pipeline to Turkey as 
long as it carried only Turk- 
men gas. 


UN body in 

‘millennium 
bug’ U-turn 


Nasa Saturn probe overcomes green challenge 


By Bruce Clark 

A controversial, plutonium- 
powered space probe was 
due to begin its journey to 
the rings and moons of Sat- 
urn early today after the 
failure of a last-minute legal 
challenge by environmental- 
ists. 

A federal judge in Hono- 
lulu, Hawaii, said the risks 
cited by green lobbyists 
were outweighed by the dis- 
advantages of delaying the 


biggest and most expensive 
interplanetary exploration 
project ever mounted. 

Na med after the 17th cen- 
tury Italian astronomer Cas- 
sini who discovered the gaps 
in Saturn's rings, the space- 
craft wifi take off from Cape 
Canaveral in Florida and 
reach the planet in 2004 
after a 2.2bn mile swoop 
through the solar system. 

If all goes to plan, it will 
then spend another four 
years in the planet's vicinity 


- orbiting Saturn 74 times, 
taking 500,000 photographs 
and sending a probe to 
on Titan, the haze-covered 
moon. 

Scientists believe Titan, 
which is permanently cov- 
ered with orange, hydrocar- 
bon clouds that can only be 
penetrated by sophisticated 
radar, could help them 
understand the origin of fife 
on Earth. 

The $3.4bu Cassini mis- 
sion is the last and most 


spectacular in a series of 
costly projects by the 
National Aeronautics and 
Space Administration. Con- 
troversy has raged over the 
721b of radioactive pluto- 
nium which will power the 
spacecraft and its 18 instru- 
ments. 

Opponents, who include 
some Nasa employees, say 
using this unprecedented 
quantity or plntonlum car- 
ries a risk of accidents in 
which carcinogenic material 


would be showered across 
Earth. 

But Nasa has argued that 
the risk is minimal. Even in 
the highly unlikely event of 
a leak, the plutonium is in 
ceramic form, so it would 
not break up into airborne 
particles but large pellets. 

The danger of the probe 
re-entering the atmosphere 
and burning np, when it 
flies past Earth in 1999, has 
been estimated by Nasa at 
no more than Lm in one. 


However scientists were 
somewhat more concerned 
by the 1 in 20 chance of an 
accident during the laimrti 
early today. 

The judge in Honolulu, 
David Ezra, said he took 
into account the risks 
associated with leaving the 
folly loaded rocket on the 
ground when be overruled 
the challenge by the Hawaii 
Green party and the Florida 
Coalition for Peace and Jus- 
tice. 






The Key to Aprica’s Golden Map 


This map of Africa is in fact a magnified gold particle discovered, 
by chance at our new Sadiola mine in Mali. In our continuing 
exploration for Africa’s riches, however, nothing is left to chance, 
but is backed up by a prospecting budget which is among the 
world's highest. 

Anglo American Corporation, one of the world’s biggest and most 
experienced mining groups, bom in Africa at the beginning of the 20th 
century, is also one of the continent’s success stories. So there is little • 
wonder that we have the specialised skills, expertise, local knowledge, 
commitment and access to capital to unlock its treasures, creating jobs 
and prosperity for its people. 

We are prospecting not only for gold, but for a wide range of other 
minerals and base metals in more than 25 African countries - a vote of 


confidence not only in their prospective mineral wealth, but in the 
recent profound changes in their business and political climate. This 
grass roots exploration is increasingly balanced by a willingness to 
pursue prospects in partnership with junior as well as other large 
mining companies. 

A constant striving for innovation, based on more than 80 years of 
expertise, has kept us at the cutting edge of mining technology. In South 
Africa we have pioneered ultra deep mining, extracting gold more than 
5 kilometres beneath the surface of the earth. But we also have the 
knowledge and the know-how to bring a 1,000 year old mine in Mali 
into profitability. 

When it comes to unlocking Africa's riches, the key is Anglo American. 


for mo nr information, contact our London office, 19 Charterhouse Street, ECIN6QP. 
Telephone (44) 171 430 3S62 or Facsimile (44} 171 430 3560 


Anglo American Corporation 

THE CUTTING EDGE OF THE NEW AFRICA 


By Alan C»ie 

The International Tele- 
communication Union, the 
Geneva-based body which 
oversees global telecoms, 
has reversed its position on 
the so-called ' “millennium 
bug" and is now taking 
action to avert a threat to 
the world's telephone system 
at the turn of the century. 

The ITU, an agency of the 
United Nations, has added 
the “millennium bug" ques- 
tion to the work programme 
of several of its working par- 
ties which are set to meet 
before the end of the year. 
Policy proposals are likely to 
emerge at a key meeting of 
the ITU in March next year. 

This recognition of the 
“bug" as an issue requiring 
urgent attention goes 
against the agency's attitude 
to date. The ITU has refused 
to take the lead in the global 
debate on the bug, arguing 
that it was a matter for indi- 
vidual nations to address 
and resolve. 

Its apparent tumround is 
illustrated in an internal 
note by Jan Thornier, a 
senior ITU officer. "The 
management team recog- 
nises the importance of the 
millenninm Issue and is 
committed to see that con- 
crete proposals will be made 
at the March 1988 meeting to 
inform the International tele- 
communications community 
of potential problems an d, tf 
possible, how to overcome 
them." 

The “ millennium bomb 1 * 
has arisen because of soft- 
ware programming practices 
common in the 1970s and 


1980s when programmers 
used shorthand ways of writ- 
ing the year in dates - 13/10/ 
97 rather -than 13/10/1997, for 
example - to save memory. 
As a result, at the turn of 
the century many computers 
will he unable to distinguish 
between the 20th and the 
Zlst century, leading to huge 
and unpredictable errors in 
computer behaviour. 

The mi T1 Ann trim hug VTOS 

thought to apply only to 
older software but it is now 
known to afflict embedded 
processors, computers built 
Into electronic equipment 
Including telephone 
exchanges. There are fears it 
may be difficult or impossi- 
ble to telephone some coun- 
tries in the early part of the 
next century unless national 
operators modify and correct 
their systems. 

David Harrington, director 
general of the UK Telecom- 
munications Managers Asso- 
ciation, said the ITU's 
change of policy was a step 
In the right direction 

He said the TMA was tak- 
ing measures to make small 
and medium-sized companies 
in the UK aware of the dan- 
ger. 

The British government 
had recently set np an 
organisation. Action 2000, to 
advise companies on best 
practice, but- there were few 
other signs of government 
concern. 

Letters to civil servants 
warning of tha danger had 
gone unanswered. “We are 
clearly in Belf-help mode 
now because the organs of 
authority do not want to 
know,” Mr Harrington said. 


Netanyahu 
fails to woo 
the media 

W hen Benjamin phone-ins accused the i 
N etanyahu, the of being unpatriotic ant 
Israeli prime min- left wing. 


W hen Benjamin 
Netanyahu, the 
Israeli prime min- 
ister, recently summoned 
newspaper and television 
editors to his home tn Jeru- 
salem. he briefed them about 
the bungled assassination 
attempt by Mossad secret 
service agents on Khaled 
MeshaL a Hamas leader liv- 
ing in Jordan. 

According to his aides, the 
message he wanted to get 
across was that there was no 
rift between himself and the 
intelligence services. 
Because of the Jewish New 
Tear holidays, the media 
had little chance to report 
the Mossad episode. It gave 
Mr Netanyahu the chance to 
prepare the ground when 
newspapers would be pub- 
lished again the following 
day. 

But next day, a Sunday, 
Israeli newspapers, still sub- 
ject to the censors, quoted 
“foreign sources" about the 
rift between the prime minis- 
ter and the intelligence ser- 
vices. CNN, the BBC and 
other international televi- 
sion networks watched by 
many Israelis raised nfrnfifl r 
issues. 

Mr Netanyahu was furi- 
ous. During a news confer- 
ence he lashed out, accusing 
the media of releasing “a 
web of lies and distortions. 
You circulated reports based 
on things which never hap- 
pened, about myself and the 
head of Mossad. They are 
fabrications."- 
This is not the first tfrna 
that Mr Netanyahu has crit- 
icised the media he believes 
is dominated by the left 
wing and is implacably 
opposed to the Likud govern- 
ment. 

“The prime minister w w i i s 
to have adopted the position 
that whenever anything goes 
wrong, or when he commits 
a blunder, he invariably 
charges the press with com- 
plicity and irresponsibility," 
said Haim Zadok, president 
of the independent press 

council. 

Mr Netanyahu's use of the 
media to deflect attention 
from himself owes much to 
Arthur Flnkelstein, a US 
spin doctor credited with 
helping him win the 1996 
election. 

“He is one of the prime 
movers behind the campaign 
against the media to get the 
pressure off Netanyahu," 
said a senior editor. 

Journalists fear the con- 
stant attacks are driving 
public opinion against a 
press which is one of the 
most vibrant in the region 
and one of the bulwarks of 
its democracy. Ova: the past 
week many callers to radio 


phone-ins accused the media 
of being unpatriotic and pro- 
left wing : 

Mr Netanyahu's advisers 
dismiss charges that the gov- 
ernment Is waging a war 
against the press. 

■ “It is Netanyahu who feels 
attacked. He feels besieged 
by the press. He feels a vic- 
tim," said David Bar-flan, his 
media adviser and former 



A 


Netanyahu; summoned 
media editors to his home 

editor of the rightwing 
English-language Jerusalem 
Post 

Mr Bar-flan said the real 
problem was that the “uni- 
form and monolithic Israeli 
media" had never accepted 
the Likud victory. 

“Never has there been 
such a concentrated cam- 
paign against the prime min- 
ister in the history of Israel" 
he said, adding there was 
“no pro-Likud newspaper". 

T he journalists’ ™inn 
is unsure how to 
respond to Mr Netan- 
yahu's persistent attacks. 

“We will not fight h*m We 
are not Hamas,” said Razi 
Gutennan, secretary general 
of the national federation of 
Israeli journalists. 

“But we have to get public 
opinion on our side to 
explain to them the neces- 
sity of a free press in a dem- 
ocratic society." 

The coming months 
should indicate how rela- 
tions between the media ana 
Mr Netanyahu unfold. More- 
dechai Kirschenbanm, head 
of Israel Broadcasting 
Authority, the independent 
public service network, will 
retire in March. 

The government has often 
reserved its harshest attacks 
for the IBA, particularly 
TVs Channel 1 , which pulls 
no punches in its reporting. 
“Netanyahu will try to put 
in cme of his yes-mem in time 
for the next election." said a 
senior editor. “It's dear his 
fight against the media is for 
from over,". 

Editorial Comment, Page IS 

Jody Dempsey 
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It’s that moment of insight when remarkable things 
happen. 

For example, take the makers of Ping® golf 
equipment. Kars ten Manufacturing was taking years 
to design a new set of Ping irons. That’s twelve irons. 
That’s One at a time. That’s way too long. Then, they 
began developing and testing their designs on high- 
performance Silicon Graphics® systems. 

Less than a year later; a new set of 
Ping clubs shipped to stores around 
the world. And golfers everywhere 
found one more thing to love 
about the game. 
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It’s just one example of what people do with Silicon 
Graphics’ systems - collaboration with better results in 
less time. And whether you work alone or in a group, . 
Silicon Graphics provides you with the freedom to do 
things you can’t with any other computers. To see new 
and more informative data. To look deeper within 
yourself for better answers. 

People in practically every industry, in nearly every 
corner df the world use Silicon Graphics workstations 
and servers 1 in manufacturing, science, government, 
telecom and entertainment. They are the people whose 
insights turn the ordinary into the extraordinary. 

If you need more proof, stop by your local driving 
range. That little pinging you hear is the result of better 
clubs getting to market in half the time. 

To find out more about Silicon Graphics, visit . 
our web site or telephone 07000 SILICON (745426) 
quoting reference Ping. 
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NEWS: UK 


mis 


By Christopher Brown -Humes 

Senior insurance industry 
executives fear the pensions mis- 
selling scandal could cost up to 
£8bn ($l3bn), twice as much as 
recent estimates. 

The scandal arose after compa- 
nies wrongly advised hundreds of 
thousands of people in the late 
1&80S and early 1990s to leave or 
not join generous company pension 
schemes and instead to purchase 
personal pensions. 

Compensation costs are spiral- 
ling as pensions providers rush to 
settle cases, they warn, with com- 
panies erring on the side of gener- 


osity simply to meet tight dead- 
lines. The industry has until the 
end of the year to sort out its top 
priority cases and until the end of 
next year to resolve all 600.000 pri- 
ority cases. Failure could lead to 
fines and other sanctions. 

One executive pointed to United 
Assurance’s recent decision to dou- 
ble its mis-selling provision to 
£150m. United has about 12,000 pri- 
ority cases to clear up - 2 per cent 
of the 600,000 total. If that is repre- 
sentative, companies are facing a 
£7.5bn bill just to sort out their 
priority cases. But there are 
fears about the costs of resolving 
up to i.5m non-priority cases. 


These mainly involve younger 
people. Few cases may require 
redress, but those that do could be 
expensive because of the length of 
time policies have to run. 

The Association of British Insur- 
ers declined to estimate the final 
bill for mis-sefiing but said costs 
were rising fast “It will cost more 
than £4bn but how much more is 
hard to say,” said Tony Baker, the 
association's deputy director gen- 
eral. 

He said costs were spiralling 
because of the pressure that pen- 
sion providers were under and the 
cost of providing fast-track solu- 
tions such as guarantees. "The 


more you go for fast track solu- 
tions, when you give up on things 
like blame and causation, the more 
it costs,” he said. 

The government's decision, 
announced in the Budget in July, 
to scrap tax relief on dividend 
payments and company adminis- 
tration costs - r unning at £300m a 
year - has pushed the bill up. 

Government and regulators have 
cracked down on pensions provid- 
ers this year through tight dead- 
lines, big fines and “naming and 
shaming” exerdses. 

General Accident has become the 
latest insurer to be allowed to offer 
mis-seDing victims legally binding 


$13bn 


guarantees. Prudential. Pearl and 
Legal & General have already 
received regulator approval and 
the Personal Investment Authority 
says a further 10 big insurers have 
made formal applications to offer 
them. 

Guarantees ensure that victims 
are no worse off than if they had 
remained in their occupational 
scheme. Average compensation is 
running at £7,500. 

A group of insurers is also work- 
ing on a bulk reinstatement plan 
with the National Health Service, 
in which as many as 40,000 people 
would be reinstated to the NHS 
pension scheme. 


Pension funds 
look beyond 
the ‘big five’ 

Managers are under scrutiny 
after a big slip in performance 

U K pension funds is the same as that of the 
have often found stock market, 
choosing a fund Bv contrast tlm hi«r flvp 


U K pension funds 
have often found 
choosing a fond 
manager as diffic ult as pick- 
ing a fantasy football team 
For the past few years there 
have been only five top play- 
ers. and every UK pension 
fund has wanted to pick 
them. 

The big five - Mercury 
Asset Management. Schra- 
ders. PDFM, Gartmore and 
Morgan Grenfell Asset Man- 
agement - control about 
two-thirds of the £300bn 
(S486bn) of UK pension funds 
managed by outsiders. How- 
ever, over the past year they 
have seen an unprecedented 
fall in their performance. 
This is happening at a time 
when legislative changes are 
prompting trustees to review 
their managers and their 
investment policies. 

Behind many of the 
changes lies the success of 
“tracker funds" - those that 
track stock market indices 
and which are alternatives 
to the funds of the big five. 
Tracker funds are devoted to 
equities and are passive - 
they do not require fund 
managers to pick shares. By 
definition, their performance 


is the same as that of the 
stock market 

By contrast the big five 
are “active" fund managers 
who have built their reputa- 
tion on managing funds that 
seek to pick winners among 
a wide range of assets, 
including property as well as 
shares. In trying to pick win- 
ners they have done slightly 
worse than if they had done 
nothing. On average. UK 
equity pension funds under- 
performed the FTSE All- 
Share index in the year to 
June 30 by almost 3 percent- 
age points. 

According to a survey of 
the 355 largest pension funds 
in May by Greenwich Associ- 
ates. the share of UK equi- 
ties held by active managers 
fell to just 40 per cent last 
year, from 46 per cent in 
1992. 

Index trackers increased 
their share from ll per cent 
to 13.3 per cent 

The big five have faced 
four main problems. The 
first, which affected Morgan 
Grenfell, concerns individu- 
als. The company has had a 
traumatic 12 months which 
started with a fraud scandal 
involving Peter Young, a 



BZW Deal ers ta ke part in an exercise to prepare far London’s new system of order-driven trading. Next Monday the 
market in FTSE 100 stocks will shift from one where prices are quoted by marketmakers to a folly electronic system 


senior manager, and contin- 
ued with the embarrassing 
departure of Nicola Horlick, 
a senior fund manager. 

Second, managers have 
picked the wrong stocks. 
Underperformance has 
resulted from a failure by 
fund managers to recognise 
and act on the rise in bank- 
ing and pharmaceutical 
shares, such as HSBC and 
SmlthKline Beecham. 

At the same time, Gart- 
more and some MAM fends 
invested heavily in 
exporters and were caught 
out by the strength of the 
pound. 


Third, the sheer size of the 
fends can mak e it difficult 
for fund managers to change 
their investment strategies 
quickly when things start to 
go wrong. 

Lastly, the big five have 
sometimes been led by herd 
instinct. Fund managers use 
performance benchmarks 
that are a median of all 
fends measured. So when, 
say. PDFM. which manages 
about £50bn in pension fund 
assets, moves heavily into 
cash, the industry bench- 
mark is altered and every- 
one else follows. 

Consultants have already 


noticed increased dissatisfac- 
tion among pension fund 
administrators. 

Index-tracking funds are 
the most obvious alterna- 
tive. But many active fund 
managers, as well as many 
consultants, doubt the wis- 
dom of such a strategy. 
David Watts, joint chief 
executive of Gartmore, 
describes it as “driving while 
looking in the rear-view mir- 
ror”. 

There are signs of increas- 
ing interest in US managers 
such as Fidelity and JP Mor- 
gan. The last, which started 
in the UK more than 20 


years ago, was described by 
one consultant as “a useful 
new kid on the block". 

But there are big barriers 
to c hang e. WM Company, a 
performance measurement 
specialist, estimates that 
changing managers costs 
2 per cent of the total of the 
assets moved. 

Pension fund trustees are 
traditionally cautious. How- 
ever. the 1995 Pensions Act, 
which came into force this 
year, placed greater respon- 
sibilities on trustees to pick 
the right manager. 

Jane Martinson 
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Tory truce on 
Europe looks 
set to shatter 
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By George Parker, 

Political Correspondent 

The Conservative truce over 
Europe looks set to be be 
shattered within a month as 
William Hague, the Tory 
leader, prepares to toughen 
the party’s stance on the sin- 
gle currency. 

Mr Hague's allies said yes- 
terday be planned to ditch 
the form of words which 
united the party conference 
in Blackpool: that the Tories 
would not support Britain's 
entry into the single cur- 
rency “in the foreseeable 
future". He wants to commit 
the Tories to opposing the 
single currency during the 
lifetime of this parliament 
and the next - a move which 
could prompt the resignation 
of senior pro-Europeans 
from the main UK opposition 
party. 

“We went into the confer- 
ence without the shadow 
cabinet having agreed a pol- 
icy on this,” said one of Mr 
Hague’s close allies. “We 
used that form of words to 
see us through the confer- 
ence.” He said senior Tories 
would decide the party's 
definitive approach to the 


single currency within the 
next three weeks. 

By toughening the hne. Mr 
Hague will effectively call 
the bluff of pro-Europeans 
such as David Curry, agri- 
culture spokesman, Stephen 
DorreU. education spokes- 
man, and Sir George Young, 
defence spokesman. The 
three hinted before the Tory 
conference they could resign 
if Mr Hague pressed ahead 
with his plan to rule out 
Britain's membership of the 
Euro over two parliaments. 

Kenneth Clarke, the for- 
mer chancellor of the exche- 
quer. has also signalled he 
would oppose Mr Hague vig- 
orously if he dropped the 
policy cf only ruling out 
sterling’s participation for 
the foreseeable future. ‘T 
think the formula last week 
was extremely successful 
and I think we should stick 
to it," he said. 

“Pro-Europeans can be 
Conservatives, Eurosceptics 
can be Conservatives, and 
they can all actually agree 
with the very sensible Hague 
line which reacts to current 
linrertain efrc nm stannpg and 

the uncertain pace of 
events." 


UK NEWS DIGEST 


Labour mobility 
‘key for Emu’ 

The British government will today put pressure on other 
European. Union countries to liberalise labour markets as 
an important step towards sterling joining a new Euro- 
pean single currency. ■ . . ’ 

The UK’s employment action plan, which will be pres- 
ented by Gordon Brown, the chancellor of the exchequer, 
today to EU finance ministers, says that “promoting 
labour market mobility will be especially important in the 
contest of the creation of a single currency”. . 

Gordon Brown will also publish today the UICs conver- 
gence programme”, which shows that Britain will com- 
fortably meet the Maastricht criteria for participation in 
European e ronnwite and monetary union- However, minis- 
ters have made it clear that sterling will be kept outside 
Em u qmtn they are confident that interest rates prevail- 
ing within the monetary union are appropriate to eco- 
nomic conditions in the UK. Internal Treasury projections 
I ndicate that this should be the case within two or three 
years, when the respective economic cycles in the UK and 
in the rest of Europe should start to converge. 1 . 

The government has recently adopted a more favoura- 
ble approach to Emu and is planning this au t u mn tq issue 
a statement of intent to join at an early opportunity alter 
the 1999 pfflwai launch. “Around, the year 2000 our econ- 
omy should be more in synch with Germany’s, which is 
w hat matters," said a senior government offic i a l . 
Meanwhfle the clearest sign that sterling will not be 

part of the first wave was given this weekend by Peter 
Mandelson, the minister without portfolio. He is quoted 
by the Italian newspaper. Carriere della Serra. as saying 
that the UK will not participate in 1999. Robert Peston 

M NORTHERN IRELAND 

Blair to meet Sinn Fein leader 

Tony Blair is today expected to become the first British 
prime minis ter for more than 70 years to shake hands 
with a leader of Sinn Fdto, the political wing of the Irish 
Republican Army, when he meets Gerry Adams during a 
visit to the multi-party talks on the future of Northern 
Ireland. 

The sensitive meeting at Stormont in the province will 
take place behind closed doors and away freon the cam- 
eras in an attempt to minimise the adverse reaction from 
unionists. Downing Street said the prime minister would 
meet all the participants in the talks. “It would be slightly 
strange if he didn’t shake hands with the people he 
meets," said an official. 

Mr Blair hopes a series of private meetings with the 
main parties wQl give added momentum to the talks, 
which resume today with the' second day of full negotia- 
tions. riprfsinn to meet Mr Adams has come under fire 
from Andrew Mackay. Northern Ireland spokesman for 
the opposition Conservative party, who said the meeting 
was “premature”. . George Parker 

■ ELECTRICITY 

Inquiry into wholesale market 

The managers of Britain’s wholesale electricity market 
have bowed to pressure for an independent inquiry into 
the operations of the £8bn ($13bn)' market 
Members of the Elec tric ity Pool’s executive committee, 
meeting on Thursday, are expected to approve a paper 
from Andrew Claxton, chief executive, outlining the case 
for a review of the pool’s operations and describing its 
terms of reference. Industrial and commercial consumers 
of electricity have long charged that electricity prices in 
England and Wales are too high. They believe prices 
could be lower if there were greater involvement in price 
setting by big consumers of power, and by ending special 
payments to generators which reward them for keeping 
power stations ready to generate. The Pool hopes the 
inquiry, which might take up to two years to complete, 
will result in a trading regime which electricity compa- 
nies and consumers will support. Simon Holberton 

■ COMPETITION LAW 

Plan for tighter rules attacked 

The Confederation of British Industry has today pub- 
lished a strong attack on the government's plans to 
tighten competition law. hi a document released days 
before ministers are due to present a draft bill to parlia- 
ment. the country’s top employers' organisation raid it 
welcomed much of the planned legislation but had “seri- 
ous concerns" about some key elements. 

The CB1 is worried about proposals to reinforce the 
powers of the Office of Fair Trading, the competition 
watchdog, by giving it rights to mount dawn raids, break 
into locked premises and seize documents. It also con- 
demns proposed fines of up to 10 per cent of turnover for 
companies found guilty of anti-competitive behaviour. 

The CBrs unexpectedly robust response could pose 
problems for Labour as it seeks to strengthen ties with 
business. The long and complex legislation, is likely to 
absorb parliamentary time, especially as the Conservative 
party has already declared its opposition. Stefan Wagstyl 

M RAIL PRIVATISATION 


Freight trains ‘squeezed out 9 

Passenger rail services launched by the privatised train 
operating companies are threatening to squeeze freight 
trains off the railway, a leading rail company executive 
has warned. Only six months after the sale of the last pas- 
senger train franchise, pressure is building at rail bottle- 
necks across the country. The problem is expected to get 
worse because passenger train operators have booked 
timetable “slots” in the expectation of launching new ser- 
vices. said fan Braybrook, manag-ing- director of English 
Welsh & Scottish Railway, the main freight company. 

“We don’t want to see a train carrying a load ot say, steel 1 
being blocked by a passenger train with only half a dozen 
people on it" he said. Charles Batchelor 


Consumer labels inspire more confidence than police or judiciary 

Brand names win trust of public 


People who appreciate the finer things in life Teel at home in The Landmark London. In part, it is 
the visual magnificence or this graceful five star hotel, symbolised by the soaring eight storey high 
atrium, that attracts them. Yet. from guest bedrooms that are amongst the most spacious in London 
to the imaginatively prepared cuisine served in each of its three restaurants. The Landmark displays 
a style that strikes a chord with people who, in matters of taste, do not believe in compromisc. 


THE LANDMAN LONDON. 223 MARVLEBONE HOAD, LONDON NWI GJQ 
TELEPHONE +44 171 631 WOO FAX +44 ]7I 031 SOW 
huprf/Wnw bad—rUondoa to 


gqmwwd tm 

s v ,w t t 


M ★ ★ ★ ★ ★ 


(ffxndmark 

LONDON 


as individual AS YOU ARE 



By Alison Smith, 

Marketing Correspondent 

Britain has become a nation 
that puts more trust in 
brand names than in tradi- 
tional institutions, according 
to a report published today 
by the Henley Centre, the 
forecasting organisation. 

Research for the report, 
“Planning for Social Change 
1997", found that four in five 
people would trust food man- 
ufacturers such as Heinz and 
Kelloggs to be honest and 
fair. 

The comparable figures for 
the police and the judiciary 
were three in five and two in 
five. Only a quarter felt they 
could trust their local coun- 
cil. 

When people were asked if 
they would trust a multina- 
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tional company to be honest 
and fair, only 13 per cent 
gave a positive response. 

However, high street 
retailers scored highly, with 
83 per cent trusting Marks & 
Spencer, 74 per cent J Sains- 


bury and 71 per emit Tesca 
Paul Edwards, chairman of 
the Henley Centre, said the 
trust in brand names 
matched other findings in 
the research. These showed 
that people felt both “in and 
out of control of their lives”, 
he said. While people felt 
powerful as consumers, they 
felt they were not in control 
in their roles as employees, 
or as members of society. 

This perception was asso- 
ciated with the transfer of 
risk from the state and 
employers to Individuals, 
leaving people to take 
responsibility for Increas- 
ingly complex issues such as 
financial p lannin g- 
Mr Edwards said consum- 
ers now trusted certain 
brands so much that they 
would welcome their exten- 


sion into new areas. The 
research suggests that as 
retailers moved to develop 
home shopping services, or 
even services such as house- 
hold cleaning, they would 
find a ready market 

The Henley Centre con- 
cludes that "brand manage- 
ment is becoming synony- 
mous with trust manage- 
ment 1 , demanding strategic 
attention at the top of the 
organisation". 

The findings will fuel the 
debate within the marketing 
Industry about the role of a 
company's marketing 
department, and about what 
type of external adviser - 
advertising agency or man- 
agement consultant - should 
take the lead in giving 
advice about a company's 
brand. 
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/ >. On its ten-year, billion-mile mission, the International (Mobilith SHC* 220) for your bicycle, bus or paper mill. 

- Space Station will not make pit stops and its air Which, to us, shows the value of how we do research, trying 
'systejn can never break down. So the grease for its fans and to make things better than necessary. No one asked us to 
• motoj^ is not just a detail. It had to pass nearly as many tests develop synthetic lubricants, but we did— that is how real 
as 4ie astronauts and in the end a Mobil synthetic grease innovation works. You aim to exceed present-day expecta- 
Was the winner. What’s exciting is that we did not create tions so that when the future arrives, you’re already there, 
this grease for Outer space. You can buy the same material To learn more, visit us on the Internet at www.mobil.com. 
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Pall hangs over anxious Paris 


DATELINE 


S mell always provides the 
most powerful sense of 
recall. So returning to 
live in Paris after a long 
absence it was almost shocking 
to discover that the Metro - that 
most familiar of Parisian features 
- had lost its particular odour. 

The Metro smell was a mixture 
of stale and fresh cigarettes <Gau- 
loise and Gitane) combined with 
hot axle-grease from the trains 
The warm air gave it a speciai 
pungency that permeated the sta- 
tions and wafted out through the 
swing doors of the exits into the 
street. Now the Metro is virtually 
odourless. The only smell is from 
damp clothes, wet from the first 
of the long-overdue autumn 
rains. 

This phenomenon is easily 
explained. The Metro rolling 
stock has been renewed and runs 
cleanly. The cigarettes, including 
the yellow-papered Gitane rou- 
tinely stuck to the lip, have dis- 
appeared from the stations. 

By contrast the streets have 
acquired a smell of traffic fumes 
which 30 years ago was never 


noticeable, even at such arteries 
as the Place de la Concorde. Traf- 
fic pollution unfortunately per- 
meates too much of the city, 
destroying one of the most 
pleasureable smells of France - 
freshly-baked bread. 

The joy of walking in St Ger- 
main with its mix of shops, cafes, 
cinemas and churches has been 
diminished by exhaust emissions 
from congested traffic. Perforce, 
the charm is greater in the small 
back streets with their specialist 
shops, each one - the uphol- 
sterer, the second-hand book 
dealer, the chocolatier. the shoe 
repairer - maintained in a mani- 
cured condition. This is a 
reminder of how well the French 
have understood the importance 
of the small shopkeeper to the 
urban fabric, even if on the out- 
skirts they have pioneered giant 
shopping centres. 

While on the nostalgia of Pari- 


Paris: the French 
capital has altered 
out of all 
recognition in 30 
years, writes 
Robert Graham 


sian smells, one can scarcely 
lament the passing of the 
open-air stand-up pissoire. The 
stench of urine coming from 
these quaint institutions invari- 
ably carried a long way down the 
street. All but a few have been 
removed, replaced by ugly, closed 
concrete coin-operated struc- 
tures. The remaining pissoires 


look abandoned and by today's 
standards seem outrageously 
chauvinist 

Returning to Paris not as a 
tourist, the accumulated impact 
of tourism over three decades Is 
all too easy to see- The city per- 
forms wonders in accommodating 
so many visitors; and the Pari- 
sian reputation for rudeness is 
belied in my experience by polite- 
ness and courtesy. 

But the numbers weigh. It is 
not merely the crowds queueing 
to enter the Louvre through the 
showpiece glass pyramid 
entrance. Rather it is the sheer 
quantity of restaurants and cafes 
that cater to tourists in the main 
attractions like Montmartre, St 
Germain, Place de Contrescarpe 
and the Marais. Often interna- 
tional/m ill ti-national cuisine 
(Vietnamese. Thai. North Afri- 
can, Italian) displaces French. 
The brasserie with honestly- 


priced, unpretentious food sur- 
vives but usually away from the 
tread of tourists. 

The only element in this wen- 
functioning city that makes no 
concessions to visitors, or the 
inhabitants. Is the fleet of Paris 
taxis. Restricted in number to 
protect the operators, they have 
become nearly impassible to pick 
up on the street and difficult by 
telephone booking. No wonder 
people will do anything to keep a 
car despite the appalling problem 
of finding somewhere to park. 

Like all vital organisms, the 
metropolis has witnessed chang- 
ing fashions In where to live. The 
long sought-after 16th arrtmdisse- 
ment has ceased to be a magnet 
for comfortable bourgeois living 
and is regarded as plain dull. The 
once down-at-heels Marais has 
been transformed and gentrified. 
Indeed, real estate agents claim 
the Place des Vosges is the 


most desirable address in town. 

Lower-income groups have 
been forced to the periphery. The 
sig ns in the buses and Metro giv- 
ing seat precedence to mutile de 
guerre (war wounded) and preg- 
nant women are disappearing. 
The dochards. the old men and 
women sleeping rough, have 
been replaced by the young 
homeless li obless . often from east- 
ern Europe. 

The big additions to the city, 
essentially the product of the 
Mitterrand era. are fine state- 
ments of architecture. But Paris 
has yet to absorb them. The huge 
Defense complex, the opera 
house at Bastille and the new 
national library stand out as pro- 
jections of French identity and 
ambition, paying scant attention 
to their urban context 

They were conceived at a 
moment when France felt more 
confident and the public purse 


was . infinitely deeper. The past 
few years of recession and the 
current sombre mood of national 
introspection may make them 
look unfair ly grandiose. But like 
all great public works seen in 
lean times, they tend to rub in 
the misery rather than uplift the 
spirit 

Indeed, It is impossible to be in 
Paris without noticing a sense of 
anxiety, even confusion, about 
the direction of France and 
French well-being. That an age- 
ing Charles Aznayour can still 
give concerts or a silver-haired 
Jean-Paul Belmondo, is around 
for a stage appearance are com- 
forting reminders of conservative 
taste. But this is not enough to 
provide a feel-good factor. 

One senior French official - 
insisting things were not as bad 
as they seemed . - suggested tak- 
ing a trip round France in a heli- 
copter to see Just how prosperous 
the country remained. But few 
can afford to look down from 
above. And for the moment 
France is a rich country where 
the people feel poor. 


The Monday Profile; Sam Zell 

A bricks and mortar man 



I t is impossible to spend an 
hour with Sam Zelj and not 
feeL in some vague way that 
you can’t quite put your fin- 
ger on, as if you've just missed a 
trick. 

Through a voice made coarse 
by Marlboro Lights, the charis- 
matic Chicago financier prosely- 
tises on the theme that has made 
him the high priest of a new 
movement in the American real 
estate industry. 

A swathe of private real estate 
companies has gone public in the 
past five years - including three 
controlled by Mr Zell which, after 
recent acquisitions, will have a 
combined value of some $22bn 
(£13.5bn). It is. he say's, a tur ning ’ 
point in the history of real estate 
ownership - and not only in the 
US. “This is taking a gargantuan 
chunk of our economy and 
throwing out all the rules," he 
declares. "We are the envy of the 
world." 

According to the Zell creed, 
property companies in future will 
act just like any other public cor- 
poration. The overdevelopment 
that has characterised their 
behaviour in the past, the booms 
and busts fuelled by heavy bor- 
rowing, will disappear. 

Instead, displaying the devo- 
tion to shareholder value of pub- 
lic companies in other industries, 
they will concentrate on steadily 
increasing the efficiency of their 
operations and raising their earn- 
ings - the sort of thing any other 
big corporation would do. 

But hold on a minute. Is this 
not the same Sam Zell who glee : 
fully characterised himself! 
nearly 20 years ago, as “the 
Grave Dancer" - who has made a 
career from buying buildings 
from distressed sellers? 

And if Mr Zell prides himself 
on buying cheap, what message 
should investors draw from him 
selling his companies at sky-high 
valuations on the stock market, 
then issuing new stock to buy 
other companies? 

An irreverent figure, known for 


his blue jeans and motorbikes 
(although he is reported by 
Forbes to be worth $1.7bn>, Mr 
Zell argues his corner with pas- 
sion. By building large portfolios 
of office or apartment buildings, 
he says, his companies are in a 
position to operate more effi- 
ciently. 

That means being able to nego- 
tiate better deals with suppliers, 
whether landscape gardeners or 
(when deregulation makes this 
possible) energy companies. 

“It’s what Ford is trying to do, 
it’s what General Motors is try- 
ing to do - everybody is trying to 


make their suppliers more effi- 
cient, and lower their own costs." 

Unlike most others in the US 
real estate industry, Mr Zell at 
least has a track record of run- 
ning public companies, and of 
managing businesses outside the 
real estate industry. 

His disparate business interests 
include the country’s third- larg- 
est radio station group, its largest 
maker of mattresses and other 
bedding, and a manufacturer of 
communications equipment. 

Unlike most real estate mag- 
nates he did not make his name 
as a developer- Mr Zell, who 


trained as a lawyer, says that 
after two small development pro- 
jects in the late 1960s. he decided 
the risks outweighed the 
rewards. 

He adds: “The average devel- 
oper gets half his reward in cash 
compensation, the other half in 
psychic benefit - Took at my 
building, look how big it is’." 

What are the chances, though, 
that the rush of so-called real 
estate investment trusts (or 
Reits) to the stock market, cham- 
pioned by Mr Zell, will end in 
tears? The combined value of 
such companies was less than 
flObn at the start of the decade; 
today, it is more than $120bn. 

The stock market now values 
the owners of better-quality office 
buildings at premiums of more 
than 50 per cent to their net asset 
value. No wonder these compa- 
nies would rather be valued, like 
those in other industries, on the 
basis of their earnings, rather 
than their underlying assets. 

This ready availability of cheap 
equity, though, may save the 
industry from the sort of busts 
that have come in the past from 
an over-reliance on debt. "At 30 
or 40 per cent leverage, it’s real 
hard to get in trouble." says Mr 
ZelL “It’s very different to 1972." 

Also, he argues, the real estate 
recovery is not about to unleash 
a new wave of development. 
Rents would have to go up about 
40 per cent he thinks, before con- 
struction became economic - and ‘ 
few developers would borrow 
heavily to undertake construc- 
tion in the hope that inflation 
would come to bail them out 

But Zell’s case for a new era of 
real estate ownership - which he 
predicts will spread worldwide - 
has yet to be proven. 

"I own 120,000 apartments, 250 
office buildings. 60m sq ft of 
office space,” he says- “No one 
has ever owned real estate on 
that scale before. Nobody’s ever 
had the chance to prove it.” 

Richard Waters 
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JAVA 


Microsoft is being sued over its use of the new 
computer programming language called Java. 
What exactly is a programming language? 
Computers without software are just lumps of 
metal and silicon. Computer microprocessors - the 
"brains" of a computer - need software to tell 
them what to do. This is the role of computer 
operating systems such as Microsoft Windows and 
applications programmes such as word proces- 
sors, spreadsheets and internet web browsers. 

Software developers build these programmes 
using standard instructions and programming 
i “rules” defined by a programming language. 
Effectively a progr amming language is the soft- 
ware developer’s tool set 

The arrival of desktop personal computers and 
computer networks in the late 1970s and 1980s 
encouraged the development of new programming 
languages. These Include Basic and Unix. 

So what is special about Java? 

Most prog ramming Languages and computer pro- 
grams work only with a specific type of computer 
microprocessor. That means software developers 
writing an applications program must write sev- 
eral different versions of the software if they want 
it to run on different types of computers {"plat- 
forms" in industry jargon), for example standard 
PCs and Apple Macs. Java was designed from the 
start to be a “platform independent" or “write 
once, run anywhere" programming language, 
computer. 

Software programmes written in Java are not 
actually “ready-to-run" packages, but are in a 
special format called byte code. To turn these 
special instructions into a working application, 
the computer must be r unning a small intermedi- 
ate software process known as a "Java virtual 
machine". Java virtual machine software Is avail- 
able for almost all types of computers and is built 
into applications such as web browsers. 

Who is behind the development of Java? 

Java was originally developed’ in 1980 by Janies 
Gosling, a software programmer working for Sun 
Microsystems, the West Coast computer company 
whose machines supply much of the computing 
power behind the world wide web. 

In the early days Java was known as Oak and 
was intended as a control programming language 
for use in household appliances such as set-top 
television boxes and video recorders. This is one 
reason why it is an economical, compact and 
relatively easy-to-use programming language. 

Recognising the potential of Java, Sun spun the 
Java development off into a separate unit called 
JavaSoft Sun claims Java will help companies 
deploy low-cost network computers - “thin cli- 
ents” - as an alternative to full-function PCs. 


Is it open for anyone to use? 

This is a highly controversial Issue. Any company 
that licenses the Java platform from Sun can use 
it to build their own applications. Sun has also 
said it wants to submit Java to the International 
Standards Organisation for approval and that it 
will continue to make the future development of 
the language an "open process” in which anyone 
with an internet connection can participate. 

However critics - including Intel, the US chip- 
maker. and Microsoft - claim that Sun is deter- 
mined to retain proprietary control over Java. 
Sun reiterated last month that it has no intention 
of giving up ownership of Java or the Java 
trademark. 

So why is Sun suing Microsoft? 

Scott McNealy, Sun’s chief executive, and Bill 
Gates, his counterpart at Microsoft, are 
long-standing rivals. The emergence of Java, and 
the consortium of supporting companies including 
Sun, Oracle, IBM and Netscape, which has grown 
up around it, is a clear challenge to Microsoft, the 
world’s biggest software company. 

In particular, Java's potential to run on any 
type of hardware could make it a serious threat to 
Microsoft's hegemony in the market for personal 
computer operating systems and to Intel’s hold on 
PC microprocessors. 

Sun has licensed Java to Microsoft, but now 
claims that Microsoft has “deceptively modified" 
Java. Mr McNealy maintains that by modifying 
Java, Microsoft is attempting to co-opt the 
technology and turn it into a language for writing 
Windows applications. 

Microsoft claims that Son's suit is outrageous 
and that it has “fully complied" with the terms of 
its Java licensing agreement 

So what should my company be doing about 
Java? 

There has been a lot of hype about Java. Never- 
theless. the language has captured programmers’ 

TmHgtnfltiftn. ' ' 1 - ' 

According to recent studies, more than 60 per 
cent of top US companies are experimenting with 
Java, Many large companies including Inter- 
national Business Machines. British Tele- 
communications, Nomura, NatWest bank and 
Reuters are already using Java applications and 
network computers. 

Companies that have adopted this new 
approach to corporate computing say Java 
enables them to develop new applications more 
quickly than their competitors, and the “thin 
client" model saves them network administration 
and maintenance costs. 

Paul Taylor 
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Robert Chote • Economics Notebook 

The job creation barrier 

Overcoming labour market inflexibilities remains a priority 


At its annual meeting in Hong 
Kong last month, the Interna- 
tional Monetary Fund launched 
a fierce assault on the sluggish 
pace of labour market reform in 
Europe. Implicit in its critique 
was the belief that labour mar- 
ket inflexibility explains why the 
European economy has created 
so many fewer jobs than the US 
over the past three decades. 

Labour market flexibility has 
two dimensions in this debate. 
First, there is the need for 
adjustments in relative wages 
for different kinds of workers or 
jobs. Second, there may be a 
need for changes in the overall 
level of real fie inflation- 
adjusted) wages across the econ- 
omy. But relying on differences 
in wage flexibility to explain the 
different rates or job creation in 
Europe and the US raises as 
many questions as it answers. 

For example, if inflexible rela- 
tive wages are the problem in 
Europe, why has slow employ- 
ment growth not been concen- 
trated more heavily among low- 
skilled workers? This seems at 
odds with the flexibility thesis. 

Nonetheless there are clearly 
spectacular differences in the 
performance of US and European 
labour markets which have to be 
explained. Civilian employment 
increased by more than 50 per 
cent in the US between 1970 and 
1996, from just under Slim to 
almost 130m. Employment in 
Europe barely changed over the 
same period, rising from just 
under 140m to less than 15Urn. 

Demographic trends provide 
part of the explanation for the 
difference in employment 
growth. The working age popula- 
tion of the US rose by more than 
11 per cent between 19S5 and 
1995. compared to an increase of 


jess than 7 per cent in Germany, 
France and the UK combined. 

Standardised figures from the 
US Bureau of Labour Statistics 
show that employment growth 
in the US between 1959 and 1995 
was one percentage point a year 
higher than the average for nine 
other big industrial countries. 
Alan Krueger and JOrn-Steffen 
Pischke. economists at Princeton 
and the Massachusetts Institute 
of Technology respectively, esti- 
mate that 60 per cent of this 
extra US employment growth is 
explained by rapid population 
growth*. By way of contrast. 
German employment growth is 
0.7 percentage points lower than 
in other big industrial countries, 
with relatively slow population 
growth accounting for most but 
not all of the difference. 

The relationship between 
employment growth and popula- 
tion growth varies from country 
to country. In the US, Canada 
and the Netherlands, an increase 
in the population is normally 
accompanied by a more than 
proportionate increase in 
employment, whereas the oppo- 
site is true in France, Germany, 
Italy and the UK. The US econ- 
omy is particularly good at 
absorbing women into jobs. 

But why is the US better at 
getting extra people into work? 
The standard explanation is tbat 
wages are downwardly inflexible 
in Europe because of relatively 
high minimum wages, powerful 
unions and welfare systems. 
Technological advances and 
developing world competition 
have reduced the demand for 
less skilled workers in industrial 
countries, producing growing 
income inequality in the US and 
higher unemployment in Europe. 

But this would imply that in 


US creates more jobs than Europe 



Europe any increase in jobles- 
sness or weakening in employ- 
ment growth should be concen- 
trated among less skilled 
workers. But Krueger and 
Pischke cite several studies 
which suggest this is not the 
case. They also provide their 
own evidence that falls in 
employment in Germany were 
not concentrated among low 
paid - and presumably low- 
skilled - workers in the 1980s. 

"Although we suspect that ris- 
ing wage inequality in the US Is 
related to a decline in demand 
for unskilled workers relative to 
skilled workers, the evidence 
that the decline in employment 
in France and Germany is con- 
centrated among the unskilled is 
surprising shallow", they argue. 
"More must be going on than 
just labour market rigidities”. 

Krueger and Pischke also 
express surprise that real wages 
have remained relatively stable 
in the US as employment has 
increased alongside population 


2000 


growth. If the stock of capital 
does not increase in line with 
population, the productivity of 
workers added to the labour 
force might be lower than that of 
existing workers, pushing down 
the average real wage rate. 

Having said this, population 
growth means extra spending 
power as well a bigger supply of 
labour. Investment might well 
maintain the size of the capital 
stock relative to output and 
employment, removing pressure 
for real wages to decline as popu- 
lation and employment increase. 

But Krueger and Pischke note 
that population growth implies 
more than an increase in labour 
supply. It also adds to the econo- 
my’s pool of “entrepreneurial tal- 
ent". If these entrepreneurs start 
businesses, they will take on 
employees and thereby help to 
ensure that demand for labour 
increases alongside supply. 

Europe's inability to increase 
employment in line with popula- 
tion may therefore be explained 


in part by restrictions or impedi- 
ments to new business start-ups. 
McKinsey, the management con- 
sultants, has argued in a series 
of reports that product market 
regulations, restrictive zoning 
laws and restrictions on employ- 
ers are the principal barriers to 
employment and productivity 
growth in many sectors. Even in 
the US, there Is evidence that 
reducing the personal tax rates 
paid by entrepreneurs boosts job 
creation by alleviating the 
liquidity constraints they face. 

The argument should not be 
pushed too lar. ll entrepreneur- 
ship was the whole answer, you 
would expect the US to outper- 
form Europe in economic growth 
as much it has in job creation - 
and this has not been the case. 
Having said this, the barriers to 
entrepreneurship in Europe may 
be particularly onerous in parts 
of the service sector that do not 
involve particularly high produc- 
tivity. but which absorb a lot of 
labour - especially {.among 
women and younger workers. 

Krueger and Pischke argue 
that promoting labour [market 
flexibility against a backdrop of 
demand-side constraints! “would 
generate more wage dispersion, 
but possibly little additional 
employment”. This should not 
provide an excuse for Europe’s 
governments to continue dodg- 
ing labour market refonS, but it 
suggests that the needs entre- 
preneurs and would-be 
ers deserve more attenti 
*Observatisms and 

on the US Employment 

A Krueger & J. Pischke, \ forking 
Paper 6146. National Buvau of 
Economic Research, Cambridge, 
Afoss. August 1997. 

E-mail t Robert Chote<aiFT.(fym 
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MANAGEMENT 


W katero happened to 
your last brilliant 
i dea? Maybe it was 
nurtured and devel- 
oped and is now making your 
company lots of money as a new 
product, service or improved way 
of doing things. 

More likely it shrivelled and 
died, leaving you feeling slightly 
jaded and that much less enthusi- 
astic about suggesting the next 
brilliant idea. 

One of three reasons was prob- 
ably behind the failure: 

• The idea was greeted with 
managerial contempt; 

• It ran into departmental oppo- 
sition; 

• It expired through boredom 
after being subjected to months 
of time-wasting scrutiny by a 
“taskforce". 

Just one company in 10 can 
claim to be truly innovative, 
found research jointly conducted 
by government and industry in 
the UK four years ago. Since 
then, innovation has become a 
tediously over-used buzzword - 
part of the standard preamble to 
every chief executive's set-piece 
speech on remaining competitive. 

But, in spite of the rhetoric, 
many companies remain hostile 
to innovation. A Coopers & 
Lybrand survey, to be published 
soon, indicates “there is a chasm 
between the innovation capabil- 
ity of the highest performers and 
the lowest".* 

The consultants questioned 300 
chief executives of the UK’s larg- 
est companies and found that the 
most innovative 20 per cent of 
organisations had generated over 
75 per cent of their turnover from 
new products and services over 
the last five years. This con- 
trasted with the bottom 20 per 
cent where the figure was only 
10 per cent of turnover. 

Differences in performance 
cannot be accounted for by sec- 
tor, Coopers argues, but are down 
to, among other factors, organise- 


Think positive 

Companies should embrace new ideas, not kill them, writes Diane Summers 



tional culture and well-defined 
“idea management processes". 

Separately, this search for the 
I-factor is being pursued by 150 
companies at a conference in 
London today. On the agenda is 
the financing of a proposed inno- 
vation centre of excellence, the 
exchange of case studies, and the 
launch of a web site to allow 
companies to get at the literature 
and interrogate each other 
directly about improving the flow 
of good ideas.** 

The conference has been organ- 
ised by the Marketing Council, 
an umbrella body set up to pro- 
mote the role of marketing in 
increasing British competitive- 
ness. But one of the prime mov- 
ers of the project is Guinness, the 
drinks company, which had 
become concerned about its own 
tendency towards complacency. 

Says Tony Greener, chairman: 


“We were not reacting quickly 
enough to changes in the market 
place and to changes in con- 
sumer behaviour." A bench- 
marking exercise was conducted 
a couple of years ago, using con- 
sultants Booz Allen & Hamilton, 
to look at innovative companies 
outside the drinks industry, 
including Nike and Microsoft 

Guinness says it learnt some 
important lessons from the 
study, particularly about how to 
gain deeper understanding of 
consumer needs, how to spot 
trends and how to convert 
insights into action. 

The company has now, in turn, 
become one of the case studies 
commissioned by the Marketing 
Council and developed by Lon- 
don Business School, which will 
be put at the disposal of organisa- 
tions participating in the “centre 
of excellence". Other case studies 


will include Microsoft, British 
Telecommunications. DHL. and 
Howell Henry Chaldecott Lory, 
the whacky advertising agency 
with a reputation for kick- 
starting tired brands. 

The agency is a good example 
of a strongly innovative culture, 
says Rose Trevelyan, LBS visit- 
ing research fellow, who is work- 
ing on the project under the 
direction of Professor Rob Goffee. 
In particular, HHCL manages to 
combine stability with change: 
“It's all to do with balance - 
allowing people to make changes, 
be innovative and come up with 
funky, off-the-wall ideas, but at 
the same time having some sort 
of stability, either in processes or 
in the structure of the company, 
so they feel at home.” 

Chris Satterthwarte, an HHCL 
partner, believes ground rules for 
encouraging innovation within a 


company are very important An 
“any thing goes” culture “allows 
everything but gets nowhere,” he 
says. These rules seek to minim- 
ise the three main barriers to 
new thinking. 

First, if managerial contempt is 
one reason for the failure of new 
ideas, simply take away the man- 
agers, he says: “At HHCL, the 
responsibility for generating 
strategy and ideas is shared 
equally among a project team of 
equals. . .The rule within this 
group is always to demonstrate 
positive intent Ideas can be dis- 
missed only by someone having a 
better one." 

Second, If departmental opposi- 
tion is another hurdle, abolish 
departments. Project teams at the 
agency “always have mixed 
blood.. .each person reports to 
the team, not to a departmental 
head”, thus avoiding hidden 
departmental agendas. 

Finally, if lethargy and time- 
wasting, in the form of taskforces 
and protracted research are the 
killers, do without them. Instead, 
find ways of keeping close to the 
customer through constant con- 
tact- 

innovation cannot be left to the 
boffins in R&D, the Coopers & 
Lybrand survey concludes: “The 
top performers - - - are able to 
conceive and bring to fruition 
novel and beneficial change in all 
aspects of their organisation's 
outputs and operations. Innova- 
tion occurs as fluently in process 
redesign and ways of working as 
it does in new product and ser- 
vice introduction- The least inno- 
vative confine their creative 
efforts to new products and ser- 
vices." 


* Innovation survey, available 
from October 27. from Coopers & 
Lybrand publications department 
Tel' 0171 213 5300. £250. tototv.coo- 
pers.co.uk 

** http:llwuyw.inncfvation.org.uk. 
Marketing Council 01623 427 020 


Last few days to enter for £500 prize 




If you hate gobbtedegoofc, and want to further the cause of plain Engfeh, enter a compstftton being nin by. 
the Financial Timas and the Management Consultancies Association. 

This is your chance to get your own back on your professional advisers. At the same time, you could 
convert, with a dip of the scissors, the annoying rubbish In your in-tray into a £500 prize. -• - 

We are looking for examples of jargon, gobbiedegook, and absurdly conto rt ed, prose from tetters, reports, , 
proposals, brochures, promotional material, books and so on, published over the test year.- : 

Entries can be the work of any bwtnaee or profe ssi onal advisers, including: 

9L- Mana ge ment consultants I'judgim' * i.' 

OU- Lawyers Andrew Gowers, acting edtor. Financial Times 

_ s . John Kay, director, Oxford University Business School 

w., ACCOM" ' Ann Lewis, Plain English Campaign 

Banker* Alan Reid, president, Management Consultancies Association •• 

(I, nm^ia im gurus Martin Taylor, chief executive, Barclays Bank f- 


Financial TJrnes/Managernerrt Consultancies Association 

Business Jargon Competition 

Entry form 


Entries must be received by Friday October 17 1997 

The Competition Administrator 

The FT/MCA Business Jargon Competition 

11 West Halfdn Street 

London SW1X 8JL 


-•■Ntiiie'pf.eHidar 


Address. 


To enter the co m p etiti on, sfanpty SI in the form on the right (photocopies accepted) enclosing ari example of 
the worst gobbiedegook received by you or pubdshied since September 1 1996. fto Individual nwy submit 
more than one entry. Examples must be in the English language and should be no longer than. 300. words. 
Billies must be received by October 17 1997. The three top entries wl receive a cash prize of £500 ' 
each end a ooUec&on of the best example* v«9 be published in the Financial Times %v November. ■ 


Postcode >. • 


Telephone 


Rules 

1 Entries must be In the Engfish language, not exceeding 300 words and have been published sinoe Sept 1 1996. 

2 Entries must cfeeriy demon stra te the originator. 

3 No Individual may submit more than one entry. 

4 The name of the submitter must be entered on the entry form but will not be publicly disclosed If the box 
has been ticked. 


On (enter datej i 


Important. ' • if you do hot wish your name to be srasodated 

; publicity wfth this submfestafv please tick this box' 


CONTRACTS & TENDERS 


Bulgarian Teleconimimicatioiis Company - FLC 
announces a Public International Tender 
for Supply and Supervision of 
Access Network for Business Services 


Tender documents may be obtained from the address below 
upon payment of a non-refundable fee of USD 200 (two 
hundred) or equivalent in a convertible currency. 

Bank Remittance to our account No 92079400 1100216715 with 
the Bulgarian Post Bank/ Sofia. 

If requested, the documents will be promptly dispatched by air 
mail on your account, but no liability can be accepted for loss or 
late delivery. Only parties that purchase the tender documents 
will be considered eligible to submit tenders. 

All tenders must be accompanied by a tender security of two (2) 
per cent of the estimated contract value or its equivalent in a 
convertible currency, and must be delivered to the address below 
on or before November 28, 1997 at 12.00 noon, at which time they 
will be opened in the presence of the tenderers' representatives 
who wish to attend. 

Prospective tenderers may obtain further information from, and 
inspect and acquire the tender documents at the following .office: 

Mr. S. Iliev, General Director of "Network Development and 

Implementation Division", BTC-PLC 

8, Totleben Blvd., 1606 Sofia, Bulgaria 

Phone: (+359 2) 9516619 

Fax: (+359 2) 9515560 


For contacts: 

Commercial part 


Mr. D. Tatchev 
Phone: (+359 2) 51 88 03 
Fax: (+359 2)54 28 88 


iTiTi 
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Technical part 


Mr. R. Raikov 
Phone: (+359 2) 9494 635 
Fax: (+359 2) 951 6668 
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BUSINESS EDUCATION 


•MBA diary: Steven Sonsino learns that taking a career break to study is no holiday 

Emotional test for new boy 


NEWS FROM 


CAMPUS 


-TT expected my . MBA course at 
- .. I Cranfleld University to be 
: \ | intellectually stimulating, but 
' l jjevac expected such an. emo- 

tional battering - not in the very 
. ' JBret' week., 

•'Therelease, two weeks ago;from 

suburban "London to our rented 

- boose in a small Bedfordshire vfl- 
_ Jage was joyful. Clean air and no 
, traffic jams were strange after 15 

years of cjfcy life. But the wrench 
from running my own sm*n con- 
sultancy, with a friendly and 
highly effective pool of .staff and 
freelance consultants, was harder 
• 1 .imag ined. After only a week 

away from the nffir** I miow^ my 
-=■ colleagues' dreadfully. 

On reflection the emotional roll- 
ercoaster began almost two years 
ago when I first began to think 

- seriously of Undertaking an MBA 
programme. Why, in running a 
successful small business of my 
own, did I fed the need to take & 
year or two out to go back to the 
.drawing board? 

It was hard to crystallise the rea- 
sons. so I tried e-mailing internet 
discussion groups for their 
thoughts. And I locked very closely 
at the MBA syllabus. 

Surely the em phasis on market- 
ing and strategy, as well as on the 
nuts and bolts of finance, would 
help me run the company better? 
Perhaps having an MBA might 
bring new business, or reinforce 
our reputation in key markets? US 
personnel managers certainly 
thought the experience would be 
valuable - but not just for the busi- 
ness. for me as a person also. 

Z bad initially decided to look at 
Warwick. Manchester and Imperial 
College, London, as wen as at Lon- 
don Business School and Cranfield. 
But a closer look at a road map 
made the selection simple. War- 
wick and Manchester lost out 
purely on the grounds of geogra- 
phy. Imperial College was simply 
too new. I settled an a shortlist of 
T.RS and CranfiekL 
A close colleague was not 
impressed with the commercial 
arguments and thought the MBA 
an irrelevance and far too expen- 
sive. At £20,000 a year for the two- 
year course, the cost erf the IBS 
part-time programme was certainly 
steep. For £14,500, however, the 40 
weeks of the one-year, full-time 
Cranfield MBA setened to represent 
good value. A week's management 
training .alofie costs well over 
£L 000 today. 

Having decided to apply to Gran- 



First steps: Steven Sonsino embarks on a steep learning curve as he joins the MBA course at Cranfleld University School of Management 


Steven Sonsino is owner and director of a training 
company in Surrey, in the UK. Before launching the 
company in 1993 he was tr aining manager for Reed 
Business Information, the business publishing arm 
of Reed International. Last week he joined 160 other 
students at Cranfield University School of Manage- 
ment to begin his one-year MBA programme. Steven 
will be writing about his experiences at Cranfield at 
intervals during the academic year. 


field in late 1996, 1 sat the Graduate 
Management Admissions Test or 
GMAT, the five-hour test used by 
most business schools to assess 
applicants’ abilities. 

Soane schools make offers condi- 
tional on a good GMAT score. The 
average score for students at Cran- 
field was 620 and, after a month of 
waiting, my results slip finally 
appeared. I had scored 690. I was 
jubilant. 

1 was asked in April to attend an 
i nt ervie w . It tinned out to be with 
Professor David Myddelton, who 
this year hag c omplet ed 25 years 
with the faculty. We talked a little 
about me and my application, but 


he became far more animated 
talking about blrdwatching (a 
hobby of mine) and ancient Welsh 
manuscripts in the library at Har- 
vard (a hobby of his). 

During these first five autumn 
days of Orientation Week here at 
Cranfield. an elected pool of MBA 
students, or orienteers, has tried to 
prepare the 160 new MBA students 
for the treadmill to follow. But 
there has also been a lighter side to 
the team-building. Ihe sheer silli- 
ness of sports afternoon made me 
laugh so much my sides still nrhi> 
some days later. 

An important aspect of Orienta- 
tion Week has been the involve- 


ment of my wife Jacqueline in the 
MBA partners programme, where 
other ex-MBA students brief MBA 
partners on how to cope during the 
year. Surprisingly, very few hus- 
bands took part in this. 

No surprise, though, was that 
after the full five days of fact- 
finding and team-building, Jacque- 
line and I were exhausted. Our 19- 
montb-old son Christopher, how- 
ever, seems to have taWm every- 
thing in his stride. He h«c settled 
in with his new childminder and 
loves the Cranfield nursery, Cherry 
Trees, where he goes on a Friday. 
(His first painting sits on the wall 
above my PC.) He seems to be the 
dependable cornerstone in our life. 

This was made blindingly clear 
to me on the Thursday of Orienta- 
tion Week. After the highest point 
of the week for me - discovering 
such a talented clutch of people in 
my study group - the lowest point 
was ridiculously trivial 

1 and another student had volun- 
teered to be the representative for 
our stream of 40 students. The job 
was to be class administrator, chat 
to lecturers and professors and to 
keep everyone informed about 


day-today events. I lost the elec- 
tion. 

Tt was difficult to understand 
why I was so disappointed. Other 
colleagues commiserated as I left I 
smiled and thank ed them, I was 
calm. After putting in so much 
effort, so much of myself, I bad 
been rejected. So what? 

I felt stupid agonising over such 
a trivial matter, but it did bring 
home to me the Intense pressure- 
cooker of emotions and competi- 
tion that we bad already created. 

I arrived at the childminder’s 
house, still turning the election 
over in my mind. The door opened 
and Christopher smiled and 
reached up. Thoughts of the elec- 
tion - finally - evaporated. 


Boots ' . ■ ’ . £200 

Saftware‘(kfeTOQoft Office 37] £99 

House 'rental- £850 per month) £7,800 


Chicago goes 
foraBnrton 

Ike University of Chicago 

Graduate Business School 
has created the position of 
rbiyf marketing officer and 
a pp ointed a television 
executive to ffil the rale. 

Tessa Burton was 
previously vice-president . 
for view er marketing at 
WTTW-TV, Chicago’s 

public. televisionste tmn- 

Thereshe was responsible 
. tor planning and 
. implementing direct 
response, trie-marketing 

BT»d fmjrfr ftmdwrichig 

At tiie business school she" 
will concentrate on 
bonding the brand and 
implement a programme to 
further distinguish 

Chicago from other 

top-ranking schools. 
Chicago: 

wiouygsb.uMeago.edu 

Sainsbury reaps 
Columbia award 

British supermarket king 
David Sainsbury will today 

receive the 1997 BotwinVck 
prise inbastoess ethics at 
Colombia business school' 
In New Ycark. Lord. 
Sainsbury, difltrman of J. 
S ain s bu r y , graduated with 
an MBA from Columbia in 
1971 and is chairman of 
the governing body at 
London Business School. 

The award was given to - 
recogn i t i on of his 
implem en t a tion of 
integrated crop 
management strategies Tor. 
food suppliers which sell to 
Sainsbury supermarkets. 
Columbia : launa.cohxmbKL 

edulcufbusmess . 

• Tfce two-day conference 
or ganised by the Students 
[or Responsible Business : 
mganisation willbe held - 
fids year at- the Andenon- 
Graduate School of 
Management at UCLA from 
November ?. The forum 
brings together MBA ' 
students, business .feeders /- 
and social e n terprise . 


organisations to consider 
issues of social ' 
responsibility. The title of 
this year’s conference is 
“Social Responsibility, the 

New Competitive . 
Advantage”. 

SK&- www.SRB.org - 

Setting course 
for the east 

In November the - 
Ro manian - American 

Postgraduate School of 
Business in Bucharest will 
start a series of short 
courses in management for 
organisations operating in 
central and eastern Europe 
in general and Romania in 
par ticular . 

ASEBUSS, which works 
in co-operation with the 
University of Washington, 
is a rarity in eastern 
Europe in that it is 
financially self-sustaining. 

- The school receives 6 per 
cent of its income from 
donations and the rest 
from its degree and 
non-degree programmes. 

- The courses, which 
usually last two to three ' 
days, cover topics such as ' 
performance appraisals, 
strategy formulation and 
implementa tio n, effective 
leadership and managing 
tiie salesforce. 

ASEBUSS: let. Romania 
12115838 

Beyond the 
glass ceiling 

Women who have reached 
a turning point In their - 
career are the target group 
far a conference to be held 
in London on November 1- 
Orgamsed by London 
based Women in 
-Management, the - 
conference will offer nine 
workshops* each tackling 
specific career • 
development challenges 
sneb as breaking through 
the “glass ce iling **.' : 

Women in Management tel 
UK. 171 5035182 ' 


Infor ma ti on lor News from Campus should be sent to 
Data Bradshaw. FT, Number One Southwaric Bridge, London SE1 9HL 
Tat 44 171 873 4873 Fax: 44 171 873 3950 
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1997 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 

ft is vBai that today's finance professional keep 
abreast of ihe latest developments. For the 
past decade ICMB has bu3t a sofid reputation 
hairing executives from over 800 InsiHutons 
and 80 countries In toe latest rWc management 
techniques. A highly renowned international 
faculty assists partidpants to buld sophisticated 
skfite which enables them to profit from cornptex 
challenges in a rapidly changing environment 


Mike Staunton October 20-24 

EQUITY PORTFOLIO MANAGEMENT 

Alessandro Penati October 27-31 

global asset allocation 

Rend Shiz Novembers - 7 

RISK IAANAGEHENTTOOLS AND 
STRATEGIES 

David Cox November 10- 14 

quantitative techniques for 

FINANCIAL MARKETS 

SaSh Nefld November 17 - 22 

advanced mathematics of 

DERIVATIVE PRODUCTS 

For our detafled brochure, please contact 
Fabfeme Scagfiola or Beatrice Candolfi 
ICMB 

Av. Blanc 49 

1202 Geneva, Switzerland 
Tet +41-22/731 95 55 
Ffex: +41-22/73195 75 
htlp^/herwwwjanigexhncnti) 
e-mafl icmb©hel.unigexh 




Martin Burt, Mayor 


METRO DADE COUNTY 
MIAMI, FLORIDA, USA. 
Ala Peneks, Mayor 



THE ASUNCION WATERFRONT DEVELOPMENT PROJECT CONFERENCE 
December 4 -5, 1997, Miami, Florida, USA. 

The Asuoddn Wate rf ront Development Project is cate of the largest urban development 
projects m the Americas, encompassing tiie reclamation of 700 hectsn6 of prime city canter 
land in Astau&n. Paraguay. AnzKafa ii located az die heart of Mercosur, which U the fourth 
largest regional eoaocauie grouping in the wedd and represents 50% ofLatin America's GDP. 

The recovered waterfront areas vail become available for tiie devekpmo* of tsai Anrial 
neighborhoods, marinm. office buddings, commensal sites, hotels, con feren ce centers and 
recreational fidfities. A large wsdands wiliffife sancttsny wtQ be protected Ity the project 

The CSty of Asuncion and Metso Dade County, joined together through * aster driea 
relationship, vaP. host a conference in. GogEhb p resenting the Asuncion Waterfront 
Development Project to developers, consultants, contractors and financial institutions on 
December 4-5 in Miami. Florida. Speakers will include Metro Dade Mayor, Alssc Pcuelas, 
AsuqoAd Mayor, Martin Burt, senior staff of the City of Asunadn, and project mnsritents 
from Knigfat Piesold. Deotaxite Morgan Grenfell and Haksrow Fcoc. 

The conference w£B indnde wartebops armed at leoesvmg tire view* of delegates as to how die 
project can best be structured to meet their objectives and wiH enable them to meet privstety 
with technical and lege! expert s from Paraguay, and executives of major nnflrinati onalg with 
successful investment projects in tbe oounny. 

Far a nomphtw agenda and registration information please contact Maggie Fernandez at 
Management for Meetings in Miami. Florida. Tel: (305) 285-7883, ToE Free in the US; 
(800) 814-6548. Fax: (305) 2X5-9583. ErMssk gafc«n«»@fflca .gov .pry . 


MBA 


y- UNIVLRSI ) Y O! 

u® CAMBRIDGE 


Tie Judge Institute offers an internariocsd MBA 
programme operating at the high« standards of 
academic excellence and practical business tdevance- 

Tie programme is available as a one yearfaMme 

v „ _ sandwich course. There arc 

course or a two year sanuw«« 

burs ari« for UK students n the 
charitahle/voluntaiy and public sectors. 

For more information 
The Graduate Admissions 

Trump ^ ^ i223 

Fate *44 |0) 1223 339581 

E-mail: mba^quirksfeng-cam^edt 
Internet: h tt^/ivww.pms.camjc.uk 

.. ...... mlln dl am st/m*** 1 

UxUcr&y **•* 


T&s Accountants and 
Ftaaotial Directors ExhlbWon 

Tteleerfng showcase ot products 
and services tor acoountete aid 
tandal Aecta&See the latest 
davetopmarts in totomtom 
tarfrolo^ banting, vertete leasino. 
taring, pubtertngpka much more. 
Tuesday 14 October 

9l 30 are - 6-00 pm 
Wednesday IS October 
9 l 30 am - 7.00 pm 
Thursday IB October 

8.30 am -5.30 pm 


For free tickets 
and Wonnation 
about 100 fine 
wortahopscaB 
018)7423388 


Rad Hall, Bartow BMHra Centre 

City of London, EC2 



OCTOBER 14-16 
TeiaCom Power Europe *97 
Commsrelal TWecortxnaaricadons 
tor Electric UtBties - Conference 
& Exhibition 

Contributors: EC, Norweb, Encnel, 
Energis, Aliaicl. Tel-Energo. Euftel. 
Bayern wert Netcom, RWE TeUiance. 
Kyushu Electric Power. Yorkshire 
Etaaricjy: 

High lerdl Penn Well CAE. 

EUy Krqjkes Rwne: *31-30-26 50 963 
Fax; *31-30-26-50-928 

Amstmten.THE NETHERLANDS 

OCTOBER 21 &23 
1997PtanEcon 
Fall Seminar Series 

Anticipating Market Opportunities in 
Earna Europe and the FSB. PtanEoon 
and nUAIcGtaw-HHI assess the Kgriri 
invettmeot climate in the automotive, 
energy, capital, and financial markets. 
Vienna Seminar (OcL 21) co-spcnsoml by 
GnoGafc/ftaAnaran Bai. 

Coreact Grime Redooner 

Tet * 440181 545^212 

www.p lmecrm xoPifanfcie ncts . litn >! 

VIENNA & PARIS 


OCTOBER 21-22 
Corporate AgUtty 97 

Corporate agility and reiilicnoc »e key 
re q uu emena lo co mpe m s u ccea rfu lly in 
me i r a ws fl u ime or oomnnos rfmty 
Recognised experts and leading 

bow best to implement, manege and 
icfpcn ctenge for ■ipaind* 1 advantage. 
Contact: Kite Jenkins at Business 


Tel: 0181 879 3355 Fax: 0181 879 
1122 

Emafl: kam.jenkintg'bBsfaieaa- 

iMBfflgcnccJO i* 

LONDON 

OCTOBER 22 
Robson Ttiytor Seminar on 
Tax Efficient and Effective 
Rsminevation Strategies 

Motivated employees have a direct 
effect on your company’s profits. 
Discover bow to supercharge yonr 
employee incentive strategy with the 
mere Hwjvaive acbmes avaB^e, 
Conacn f'ficky Cotter 
TO: 01225428114 

The Ba th Spa Hot el, BATH 


Conferences & Exhibitions 



Conferences 
& Exhibitions 


OCTOBER 22-23 

TMrd Annual Russian Capital 

HBtkets & Investor Conference 

Organised by Sachs Associates & 
Bloomberg LP. The largest annual 
s rrTTrittec o nfaeuy in Moscow, hat year 
the event unacted over 500 delegates. 
Confereiioe coven both debt A equity 
maritets and fe atur e s warieshops an bey 
sectors. Speakers: senior government 
officials and representatives from the 
fltrjni uivc stu i H U houses. 

Vicky Gibb, Sachs Associates 
Td: +44 10)171 5837714 
Rue +44 (0) 171 583 3455 
Email: saduttsoc^acdxnm 

LONDON 

OCTOBER 22-24 
Institute of Personnel and 
Development National 
Conference and Exhibition 
People, Perfor ma n c es Progre ss 

firmly eaab fa hed as Europe's latgea and 
lito fl niflucflOd mamgemcm event, tliis 
year's conference theme ‘’People, 
Peribtmaooe rod Progress" t r ropaw » tbe . 
key oonirgjuoao af people to susamsble 
uwnwilive idvaaage. Key qjatos bdrh 
MdadFU«hR}BatKA,SrJgla 
Hanvyjoaea andQnrfesHjnt^ 

Contact: IPD 

TO 0181 263 3434 Fas: 0181 263 3366 
HARROGATE 
INTERNATIONAL CENTRE 

OCTOBER 27-29 
Introduction to the City and 
Financial Markets 
- Banking System and Market 
Psrticipanu • Organisational Structure 
Bid Services at Major Banks • Nod Bank 
financial Institutions • Monty Capital 
Mnriteu • Risk Manayment Markets * 
Stock Maifcei - Technology and Jatgtn 
3 DAYS £825+- VAT 
Cim rare- Bi n+ijn JmenUtional pic 
TO 0171 628 4M2 Rue 0171 6284113 
r™i- frirNaca gTaLp lace^can 

LONDON 

OCTOBER 28-29 
Atian Tdecoms- Assessi n g 
New Business Ventures 
Analysing tbe strategies of service 
providett. suppliers and financiers fat 
Asia’s increasingly competitive 
t e l ec o ms market Tbp i ndus try speakers 
from AT&T. Telstra. Global One, 
Tdekcm Malaysia contact: Samantha 
Ladger FT Con feren c es Ana Pacific td: 
(+45)3236373; fax: (+65) 323 4725 
e-mail: sammyl^pearsao-proxcnug 

SINGAPORE 

OCTOBER 29 & 30 
MTNr A Focus on Asia 

A unique conference focusing on tire 
trends driving the MTN market. 
Sponsored by: BZW, Moigan Stanley 
Dean Winer, NDcko, UBS, The tw 
Ma n ha t tan Bank. IJn Mat r rs & Paines. 
Contact Ifereaa Rmceto 
Tel +44 171 7796420 
fits +44 171 7798835 

Palace Hotel TOKYO 


OCTOBER 21-22 

European Cable Communications ‘97 
The largest event of its kind in Europe with the 
DTI's Barbara Roche MP, Minister for the Arts 
Mark Fisher MP, OFTEL DG Don Cruickshank 
and TC Chairman Sir Robin Biggam. 

The people who drive the industry map out the 
future for cable in the digital era, and there are 
special sessions on Europe and on the vital role 
for Cable in Education. 

The Cable Communications Association 
Tel: 0171 222 2900 Fax: 0171 222 3198 
&mal: achapman@cablBxo-uk 

LONDON 


Utility Congress - 
Winning the Revolution 

An opportunity you cannot 
afford to miss 
Aimed at senior executives of 
world-wide utility companies and 
tfreir business partners, the two 
day congress aid exhibition wfll 
cover subjects indudlnp - a 
flnanciai views ot llbertfteation and 
conywdlion, company mergers, 
branding, infrastructure, doing 
business overseas, 
communicating with stakeholders 
and IT. Controversial utility issues 
wffl be discussed in separata 
seminars. 

Tet +44 (0) 181 652 3818 

Brighton Centre, UK 


OCTOBER 30/31 
UK/EiropefUSA 
Executive Summit erf 
Auto Makers and Suppliers 

Networidng Conference m US Embusy. 
London for Motor Industry Director*. 
Executives. Manager*. F w ecan s of 21« 
Century trends from Ford, Rover. 
GM/Vsuxball. Eaton, Delphi, GKN. 
T&N. Tenneco - 31 leading experts. 
Early application advised. Fee £400 
inclusive. Phone +44 (171) 4092927 
Fax +44071 » 495 2W4 

LONDON 

NOVEMBER 3-5 
SMSEC 97 European 
MuBfr n etfi a , Mfcroprocessor 
systsnw& P e c Ironl c CDmmei c e 

Thane: “New techoedogy - new business-. 
With European P iff™™™ support, ibis 
seventh annual cooltnnx w! ettdxdoD 

( falh wWl trann wrarf pMwfial ml 

fflsngri b new hAamitfa Itehnaksies. 
Comace EMMSEC97: +- 39 50 574536 
Email emmsec97@cpui 
bnp7/emmsec97xptit 

Florence. ITALY 


Conferences 
& Exhibitions 


From Monday 29th October the conference & 
exhibitions page will appear with "The Week 
Ahead 1 column. 

To advetise your conference to an unrivalled 
business audience of approx 1.2 million readers. 

Please contact: Viverme Eka on 

Tel: +44(0) 171873 3507 
Fax: +44(0) 171873 3098 


Financial Times 



To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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MARKETING 


Agencies turn poacher as roles blur 

Clients’ own staff have experience of commercial pressure, says Meg Carter 


P roviders of marketing ser- 
vices are turning to clients' 
own marketing departments 
to find the talent required to 
meet advertisers’ chang ing needs. 

The trend is being driven as much 
by client as agency demand, says 
Claire Watson, former European 
marketing director for HSagen DSzs 
ice cream. 

Ms Watson has just joined the 
Brand Union, the design consul- 
tancy, as managing director. 

Meanwhile, Kim Slater, Guinness’s 
strategic brands director, confirmed 
plans to join Peter Lousada, former 
commercial director of Cadbury- 
Schweppes Beverages Worldwide, at 
Faraday, a new drinks branding con- 
sultancy. They are the latest in a 
growing list of defections from mar- 
keting departments. 

“There's a growing tendency 
among agencies with a particular 
specialism to propose narrow solu- 
tions to their clients’ needs,” Ms 
Watson says. 

“There is a great opportunity for 




Dissolving typefaces: a still from the Vodafone advertisement 


Some ad campaigns appear doomed. No 
matter how prestigious the advertiser, how 
successful the agency, whatever size the 
budget, and however many hours of con- 
sumer research have been conducted, we 
viewers see it and we know. 

Last year Vodafone launched what was 
to be a £i5m campaign starring the Turn 
Peaks actor, Kyle Maclachlan. A series of 
commercials developing an X-FUes theme 
saw him recreate his role as an investigator 
solving bizarre riddles across Europe. 

It was all very com- _ 


wacky world of advertising we don't actu- 
ally get an answer. What*s more, this being 
advertising, it doesn't really matter. 

Instead, we get a series of vignettes evok- 
ing the emotions behind phrases such as 
“words of joy”, “mum's the word", and, 
“careless words" - all oq screen as dissolv- 
ing typefaces, just now in vogue. 

Scenes range from a mother holding her 
new-born baby in her arms, and an Arab 
s h a king hands with a western tourist in 
the desert, to a miserable woman in the 
back of a taxi after a 
, row. 

mucfi more It'S actually a 


agencies to provide a more holistic 
approach - to deliver total solutions. 
But to be able to do this, they need 
direct knowledge of the realities 
of being a cheat in the 1990s and 
the commercial pressures they 
face.” 

The trouble is, not enough do, 
according to Charles Kirchner, ex- 
group maricating - director of Mirror 

Group Newspapers and a former 
sales and marketing director of 
Rothmans UK. He is now ma n aging 
partner at marketing consultancy 
Capon Kirchner Balm f orth Trendall. 

“Marketing directors’ jobs are get- 
ting tougher, with departments get- 
ting smaller and resources tighter. 
But the marketing services environ- 
ment is mare complicated and get- 
ting bigger by the day,” he says. 

While there is a long tradition of 
talent moving from marketing 
department to agency and back, 
many of today’s agency bosses were 
clients In the 1990s, says Kirchner. 
“A s a result, agencies are lasing the 
ability to be able to look at a prob- 



Watson: holistic approach 


Iran from the marketing director’s 
perspective Why? Because the mar- 
ket has changed.” 

Today’s advertisers are demanding 
more than just an advertising cam- 
paign from one agency or a sales 
promotion from another, says John 
Seneschal! head of integrated com- 


munications at advertising agency 
Doner Cardwell Hawkins. “But the 
problem has been that there are 
.. man y people within agencies who 
- lack the commercial edge- which you 
. can. only really develop working in 
the client environment.” 

' Poaching individuals who have 
been comprehensively trained 
within a marketing department 
seems a clever move. But there are 
potential pitfalls, warns Rob Gray, a 
former brand manager*with Kim- 
berly Clark, who is now joint manag- 
ing director of sales promotion spe- 
cialist Mender Gray. “One downside 
is that you can become very institu- 
: tionalised if you have been working 
within a large cheat organisation for 
too long," he says. 

But all agree that the way ahead is 
for clients and agencies to develop 
closer relationships based an greater 
trust awfl understanding. “The best 
client-agency relationships are when 
the agency works as an extension of 
the marketing departments," says 
Mr Gray. . 


TELEVISION 


H ong Kong is on track to 
launch the world's first fully 
fledged interactive television 
service later this year - as long as 
the government does not dally over 
issuing licences. 

The pioneering service, comprising 
both music and video on demand, 
plus home banking and shopping, is 
ready to go; pilot trials have already 
been held, and operator Hongkong 
Telecom had been itching to be on 
air this month. 

“If we can do it in 1997, that will 
be very meaningful," says Dr Wil- 
liam Lo. who is masterminding 
Hongkong Telecom's push into the 
world of multimedia. “It’s a special 
year for Hong Kong because of the 
handover." 

Hongkong Telecom, the territory’s 
dominant operator, has another rea- 
son for w anting to move quickly: 
other countries are catching up fast, 
and several of the territory’s neigh- 
bours also harbour dreams of becom- 
ing the high tech hub of the region. 

Singapore has committed itself to 
state of the art technology. 
Mohamad Mahathir, the Malaysian 
prime minister, has outlined grand 
plans for a M$35bn (£6.79bn) multi- 
media super corridor, although his 
ambitions may yet be tripped by a 


Hong Kong ready to go interactive 
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pany had spent £l5m, . .. 

but it failed to rnnirw CllSSimilar 

the desired impact good 

It was particularly ® 

worrying, given that 

Orange was winning the mobile phone mar- 
keting war with its “the future's bright . . .” 
campaign, and 0ne20ne got its act 
together late to ask: “Who would you most 
like to have a one to one with?" - a ques- 
tion that has passed into everyday speech. 

Now Vodafone is back, with another 
£15m budgeted for a fresh campaign telling 
us Vodafone understands the value of 
words. Because of this, the thinking goes. 
Vodafone has been able to build a network 
that transmits more conversations between 
more people than its rivals. 

The central question of this campaign is: 
“What are words worth?" This being the 


■ ... . and accessible idea 
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consumers emotion- 
ally, as its rivals 
have succeeded in doing. 

That is sensible given that they (and 
CeUnet) are now all concentrating on pro- 
moting their coverage. But this advertising 
is also promoting the new-look Vodafone 
that has absorbed the old People's Phone 
and Talkland names. It is saying: Trust us, 
we are the biggest and best 
The advert is much better than last 
year’s effort, and it will run longer, but it 
could be still more simple. The pretty pic- 
tures get in the way of a strong, straight- 
forward message. 


Stqfano Hatfield is editor of Campaign 


t umbling currency. There are also - 
naturally - interested operators in 
the US, including Bell Atlantic, 
which is aiming to roll out a service 
in Virginia. 

In Hong Kong, where the will is 
equally strong, bureaucracy may 
still rob the territory of a first But 
Dr Lo reckons the green light will 
come before the end of the year, or 
within six months of submissions. 

Telecom operators have faced long 
waits for licences before. Prior to the 
handover, all matters straddling 1997 
had to receive Beijing’s blessing, a 
process which ultimately forced the 
three new fixed-line players to push 
back their roll-out schedules. New 
mobile licences also suffered lengthy 
processing. The delay on video on 
demand licences is blamed on the 
number of bids: four for two 
licences. 

Content is another commercial 
issue. Hongkong Telecom, cashing in 
on its name and early start, has 
signed up exclusive deals in a dty 
where local and overseas films are 
eagerly devoured. 

The company moved into the 
world of interactive services three 
years ago when it was a threatened 
monopoly. Since then it has lost its 
exclusive franchise on domestic 


fixed-line calls and — through call- 
back services - has seen its market 
share of international calls eroded. 

It has fought back, putting slightly 
more than HK$lbn (£79m) into Inter- 
active Media Services. Another 
HK$10bn is earmarked over the next 
10 years. But will it prove the 
moneyspmner Hongkong Telecom is 
betting on? 

Dr Lo reckons it win break even in 
four to five years. He talks of a reve- 
nue model which capturers subscrib- 
ers (who pay monthly fees and a 
pay-per-view charge) and advertisers 
who “rent" slots in the virtual mall 


or pay commissions. 

The company - which is favourite 
to win one of the two VOD licences 
- is concentrating on the brave new 
world it will create where consumers 
can shop, bank and be entertained at 
the flick of a switch. 

Some may argue that this will 
mean people are glued to their tele- 
vision sets from morning to ni ght, 
watching Rung Fu films and order- 
ing pizzas. Dr Lo prefers to say 
people will be liberated from the 
chains of supermarket and bank 
queues. “There’s only so much time 
you can spend at home, and only so 
much of that time with the televi- 
sion." he says. 


The average Hong Kong flat is 
cramped, often shared by three gen- 
erations, driving many residents to 
the territory’s air-conditioned shop- 
ping malls. So it has been argued 
that robbing them of the right to 
shop in person, rather than virtu- 
ally, goes against the grain. 

However, as Dr Lo says: "You 
won’t buy- an Armani dress this way. 
But for services.and goods that you 
are buying day in day out, like cola 
and washing powder, you will switch 
to the virtual mall." 

Hong Kong seems an ideal market 
for video on demand, with geo- 
graphic and demographic advan- 
tages. As a densely populated city 
where most people live in tower 
blocks, the economics of wiring up 
homes are more attractive than in 
spread-out towns. 

The territory has also been at the 
forefront of advanced technology, 
and today has more fibre-optic net- 
work below ground - 220,000 km of 
it - than the whole of Germany. In 
terms of the customer base, the pop- 
ulation of Hong Kong spends a lot 
per capita on leisure and is always 
ready to adopt the latest technology, 
be it mobile phones or laser discs. 


Louise Lucas 


CONFERENCES & EXHIBITIONS 


NOVEMBER 5 

Price Waterhouse 

European VAT Leasing Workshop 


Designed for those with some knowledge of VAT, the 
workshop will provide you with an in depth briefing of the 
cross border issues of leasing both within the EU and from 
outside the EU. Using real life examples you will work 
through the VAT implications of cross border leasing of 
moveable capital assets and have the opportunity to discuss 
the issues with leading European VAT experts. 


NOVEMBER 10-12 
Power Ink’s UK Wholesale 
Power Markets Workshop 
Three day intensive course designed in 
a one stop man ago mem briefing. 
Invaluable to those seeking an 
understanding on the emerging 
wholesale electricity commodity 
ma t ter g ener a t i on and supply issues. 
Sponsors London Electricity and 
National Power. 

Tet Sue 44rf))l73(l 265095 

BRIGHTON METROPOLE 


i j £395+ VAT 


Contact: Linda Copland for further details. 

Tel: 0171 939 5263 Fax: 0171 9394290 
Email: lindaucoplancf@europeJiote&pwxoin 

HEATHROW HILTON 


NOVEMBER 4 
Corporate Citizenship 

Major conference to examine the rights, 
respoosibiliiies and publk: expectations c/ 
the corporation and in executives in the 
condU3 of busriess. Spedcerc incUe: Alan 
Christie iLevi Strauss Europe), Anita 
Roddick OBE (Body Shop), John 
Drummond t United UriKries pteL Geoffrey 
Bleb (Grand Metrapoliwi pic) and John 
McIntyre i Centre for Tomorrow’s 
Company, RSAL 

Contact: Neil Stewart Associates 
Tet 0171 222 1280/Fax: 1278 

LONDON 


NOVEMBER 5 &6 
A New Century in Publishing 
Confirmed speakers include: The Rt 
Hon Michael Hesetrne MP; Nigel 
Stapleton. Reed Elsevier: Marjorie 
Scardino, Pcsraon pic; Michael Lyiuan. 
Penghm: Max Hastings, Editor in Chief. 
Evening Standard: Ms Darerha Gtoooti 
Pal she. President, Dow Jones 
In i erne live Publishing. Enquiries: FT 
Conferences Tel: +44 171 896 2626 
Fax: +44 171 896 2696/2697 e-mail: 
riaofi@pearaoD-pni.coai . _ 


NOVEMBER 11 &12 
Tho 9th Annual FT 
Petrochemical Industry 
Conference 

Organised with Chemical Matters, 
confirmed speakers include senior 
executives from BR NOVA. Dow. National 
Petroleum Company of Iran. UOP. and 
Shaatghsi fttroc h e m kal Conyans. 

Contact: Sarah Gibb. FT Conferences: 
Tel: +44 171 896 2639 Fas: +44 ]T| 896 
2696 E-mail sarafag@pcaraoR-pro.com 
LONDON 


NOVEMBER 13-14 
The Finance Scorecard 

This conference examines ways ki which 
senior finance executives can, by tiring 
die scorecard approach, add value to die 
business, improve dtetr own productivity 
and demonstrate their contribution with 
tangible performance indicators. 

Contact KjIc Jenkins at Business 
Intelligence Tel: 0181 879 3355 Fax: 
0181 879 1122 

BatkaJattBl h M i *» n cecotA 
LONDON 


NOVEMBER 24 
What Future for Public 
Enterprise? 

A crucial debate on the future of public 
sector investment for Local Authorities, 
the City. Trade Unions, Labour Party. 
Speakers: Ian McCartney MP: Adair 
Turner. CBI; Alaitair Ross Goobcy, 
Hermes Pensions Mgu Alan Johnson 
MP; Rosemary Radcliffc, Coopers A. 
Lybrand; Man Smith. Unison. 

Td: 0171 222 2167 Fax: 0171 222 2677 
Email: Rooa-Ross(aGPC - 
Corned Co. UK 

LONDON 


DECEMBER 2-4 
SHOREX 97 -the p r emi e r offshore 
exhibition and conference. 

SHOREX brings together offshore 
service providers, intermediaries and 
clients to share the best in offshore 
professional services and offshore 
finance. To attend the conference or the 
exhibition, contact us on 
Tel: +44 171 482 ICO) 

Fax: +44 1714821100 
Email: ilanatg>shorexjrofn 

Business Design Centre. LONDON 


LANGUAGE COURSES 


LONDON 


Conferences 
& Exhibitions 


The International Business 
Relocation Exhibition 
(IBRE ‘97) 

For multi-national companies 
who are considering expansion 
or relocation within or to Britain 
IBRE ‘97 is the largest event 
offering the most Influential 
opportunity to discover the 
enormous benefits ol relocating 
to the UK. 


NOVEMBER 5-7 

Basic Accounting SWUs for 

Non-Financlal Staff 

• The “Language of Finance'* * Basic 
Accounting Principles • Financial 
Stammetua » Profit sod Loss Account and 
Balance Sheet * Cashflow, Budgeting. 
Management Accounts, Break-even 
Analysis * Financial Evaluation, Key 
Ratios, Sensitivity Analysis - 
ManaganentAcoounting Concepts 
3 DAI'S £725 + VAT 
Coot xx Bbrcbin In te rna tional pfc 
Tel: 0171 6284112Fw:0t71 6284113 
Email: fairplace^fairpJacexotn 

LONDON 


NOVEMBER 11 & 12 

The 9th Annual FT Petrochemi ca l 

Industry Conference 

Organised in association with ChcmieaJ 
Matters, confirmed speakers include 
senior executives from BP Chemical, 
NOVA Chemicals. Dow Chemical. 
National Petroleum Company or ban. 
UOP. Shanghai Petrochemical Company, 
Yukong Ltd. Indian Petrochemicals 
Corporation Ltd, Praxair. Nat West 
Markets • Asia. Odebrecht Qtrimica SA 
and UNECE. 

CcntKC Sarah Gibb, 

FT Conferences: Tel: +44 171 896 2639 

Fla: +44 171 896 2696 

E-mail sarahggipcanan-proxom 

LONDON 


NOVEMBER 13-14 
Financing Energy 
Infrastructure 

Analysing the new instruments and 
strategies in financing Asia's energy 
infrastructure contact Samantha Ledger 
FT Conferences Asia Pacific 
icl:«+65) 323 6373: 
fax: r+65i 323 4725 
e-mail: Btmmyllti peanon-pTO.cocn-sg 

SINGAPORE 


NOVEMBER 24-28 
Risk Management In Finance; 
Risk Management for Large 
Projects 

Risk Strategies; Fixed Income 
Securities: The Capital Aaiet Pricing 
Model; Arbitrage Pricing Theory; 
Credit Risk etc. Concepts and methods 
for risk management for large projects; 
analysis; underwriting project risks. 
UNICOM. C 01895 256 484; 
f: 01895 813 095 

LONDON 


The Sixth City of London 
Central Banking Conference 

Partdparts choose from authorttmh/e 
and tojicaJ tonim* on: 

• REGULATION AND RISK IN 
EMERGING MARKETS 

■ LATIN AMERICA AND THE 
CARIBBEAN - STABILITY & GROWTH 

• CENTRAL BANKS AND THE 
MANAGEMENT OF RESERVES 

■ CHANGING CITY REGULATION - 
ITS IMPACT ON FOREIGN PLAYERS 


NOVEMBER 25-28 
Corporate Decision Making 
wftfi Multiple Objectives & 
Multiple Stake hoMera and 
Modelling Market Behaviour in 
the Finance & Retail Industries 

Intensive interactive workshops explain 
the use of modelling and simulation 
techniques to evaluate perfor ma nce and 
add value lo the financial and oon- 
financia) objectives of the organisation. 
UNICOM, c 01 895 256 484: 
f:01895 813 095 

LONDON 


DECEMBER 3-5 
Venture Forum Europe *97 

This 8«h annual Venture Forum Europe, 
jumped by FTConferewes and Venture 
E oo ooro i ca. looks at the latest in fo rmation 
on private equity in Europe, the debt 
mariccL exits, how privatisation is fueffiag 
investment in C &E Europe, opportunities 
in caber emerging markets and how Europe 
is krereasiqg its appeal m the US investee 
C on ner Sarah G*b, FT Conferences- Td 
+44 171 896 2639 Rax +44 171 896 2696 
E-mail: ramfag^pearsan-proxom 

LONDON 


Did your last meeting overseas go as wed as you had 
hoped? No ? Why not ? Did you lose out to a competitor 
who did speak ffre language of the customer ? 
Don't let it happen again - 




Low Cost Pensions 


A Strategy Forum answering 
four vital questions: 

• How can they be marketed? 


I Spealvers Indudo central bankers, 
raguttorc. Investment barters and Kind 
managers. Chase Manhattan Bar*, the 
City Corporation, and DonsMson, Luton 
I AJatweme spo n sor thasuccesdU 
annual conference, to be held ri 1997 
wUli a super round table Tbnnat 


DECEMBER 8 & 9 
FT World Pulp and Paper 
Conference 

Focusing on issues concerning the pulp 
and paper industry, their ctuaomen and 
solutions. Confirmed speakers include: 
Mr Bren G Huitoo. Chief Financial 
Officer. APRIL; Mr Masahiko Ohkom, 
President, Oji Paper Co. Utt Mr Arnold 
M Nemirow. Chairman and Chief 
Executive Officer. Bowater Incorporated. 
Enquiries: +44 171 896 2120 
Fax: +44 171896 2696/2697 
Email: luemdai^peanoo-pToxnm 

LONDON 


Call BERLITZ for details of ’Doing Business In* 
French/Gennan/Spanisfi NOW on 

0171 - 915 0909 
0121 - 643 4334 
0161 - 228 3607 
0131 - 226 7168 


Helping the World Communicate. 


Savmjain in 157 Languages 
Corporate in-house training. 

Language w/ends. intensive residential courses Devon. 
Translating interpreting services 
OCTOBER AUTUMN DISCOUNTS 25% 

01803 866987/Fax 862096 

Professionally Recognised Centre of Language Exellence 


I Information. Cftytomm. 

Tel: 01 225 466744. Fax: 01225 442903 
Etna*. t06703.2270@corepusefve.com 


Exhibition & Conference 


Contact 

Allan Fisher or Nav Main 
Tel: +44 181 568 8374 
email: Wo9precfsioti-eirBiits.Gom 


Olympia, London 


NOVEMBER 6 
EVA 

This seminar Brides the key hares faring 
companies in implementing Economic 
Value Added (EVA) • the shareholder 
value approach which can ruse busin e ss 
performance by identifying and 
maximising the key wealth creating 
activities within an organisation. Joel 
Stem, the worid recogn i sed authority on 
EVA. outlines the practical saps towards 
inregrating EVA into your company. 
Contact Kate Jenkins at Business 
hneffigenoeTcLOiai 8793355 
Fax: 0181 879 1122 

Eic w L fca aja*m^tu»Km kreBgwrrmr* 

LONDON 


• How can they be 
administered? 


London 


Exporting Under Labour 

Organised by Export Trade 
in association with the London 
Chamber of Commer c e and 
Industry 

* explore the outlook for 
exporters and International 
trade under a Labour 
Government 


• How can they be regulated? 

• Haw should they be invested? 
A Cityforum super round table, 
sponsored by Price Waterhouse, 
Watson Wyatt, AUTIF and 

i Pensions Worid. 


Contact Cttyfaoxn 

tet 01225 466744 ftnc 01225 442903 

BtrtrKBTtOJZniexxxrouservartan 


Conferences 

& 

Exhibitions 


* debate future strategies over 
the next lew years 

* hear Government's views on 
key issues and leading 
axjxjrtefs' analyses ol the 
implications lor Industry. 


Postgraduate 

Courses 


Enquiries 

KeBy Ingham 

Export Trade Conference 

Department 

0171 973 6404 

tax 0171 9736600 


The FT will be running a special section for advertising 


London 


NOVEMBER 4-5 
Linking the Balanced 
Scorecard to Strategy 
Too often the Balanced Scorecard 
framework is tressed in isolation from 
strategic objectives. Tins conference will 
enable you to develop a balanced 
scorecard franwworfc that suppo rts ihfi 
5 u£ccsnfut jmplonettarioii of amegy. 
Contact Kate Jenkins at Business 
Intelligence Tei: 0181 8793355 
Fax:0P8l 879 1122 . 

Email. kaie.jenkmsfe'busmess- 

LONDON 


NOVEMBER 6-7 
Investment Opportunities in 
Bangladesh 

Organised by FT Conferences, in 
association with the Government of 
Bangladesh. CEO’s are invited to this 
pna rig icug event (ixaBing in infrastructural 
investment opportunities. Opened by the 
Prime Mmsterc# Bangladesh. 

Bina rie s : Luanda Roberta, 

FT Conferences TU: +44 17 1 8562120 
fine +44 171 896269OT6P7 

DHAKA 


NOVEMBER 13-14 
The Finance Scorecard 

Ttes emdoaice examines ways in Much 
senior finance executives can. by using 
the scoTH M iri approach, add value to the 
fairness, im prov e dxir own productivity 
and demonstrate their contributicm with 
umgMc p a famma nxticaiora. 

Contact Kate Jenkins at Business 
Intelligence Tel: 0181 879 3355 Fax: 
01818791122 

B^kaj ttia ^ W Brt n^w wik 

LONDON 


NOVEMBER 17&18 
Re-Inventing the Utility 

New corpor ate structures for energy and 

utility companies in the converging 
markets of the 2 1st Century. Speakers 
include: Mr James T Racket:. Duke 
Energy Corporation; Mr Ian Robinson. 
Scottish Power. Mr Gerard Suuoiann. 
Suez Lywtnaise dcs Eaux 
Enquiries: Lucinda Robots. 

FT Conferences Td: +44 171 896 2120 
Fax: +44 171 896269612697 
Email: lucindaagtpearaon-proxan 

LONDON 


postgraduate courses to coincide with the postgraduate fair 


NOVEMBER 27-28 . . . . . , . _ 

The Economist conferences in Manchester, sponsored by the FT. 

Kay Operating and investment * m 

issues in Russia. 

Pofitical Risk. Management 

Hu " an Please contact: Vivenne Eka on 


For further information conocc 
Ms Gcrimdc do Lconaidis. Ms Mortiks 
Davies. The Economist Conferences 
Tel: (43.1171241 610 
Fkx: (43.1) 714 67 69 

Hold Marriott, VIENNA 


Tel: +44 (0) 171 873 3507 Fax: +44 (0) 171 873 3098 


Financial Times 

To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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MARKETING / ADVERTISING / MEDIA 


PRODUCT PROMOTION 



marketing’ at an urban high 

BaUantine’s appeal to consumers under 35 may appal traditional drinkers, says John Willman 
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kin, the tall, shaven- 
headed. singer for the 
British rock hand 
/. Skunk. Anansie. is 
ready to taka the audience 
. into. her. confidence, “My 
next song, is about fodrfng.” 

. she. giggles. . . 

. This, is scotch whisky pro 
. motion .7- but not as we 
know it About 10,000 young 
Spaniards have gathered at 
an industrial estate outside 
Valencia for Ballantine’s 
Urban High, a youth event 
staged to promote Europe’s 
best-sell ing scotch. 

•• To the. left of the stage, 

■ world-champion snow- 
boarders leap and somer- 
sault on a giant ski slope 
covered in- artificial snow 
generated in an unseason- 
ably hot 30°C. At the back of 
the site, a giant dome 
a cybercafe with internet ter- 
minals and Sega Saturn 
video consoles. In the back- 
ground, DJs from Cream, the 
coolest bar in Liverpool, miv 
tracks. 

After' Skunk Anansie 
comes. The' Prodigy - an 
even more outrageous act 
described as a “state-of-the- 
art fusion of dance energy, 
rock power and visual mad- 
ness”. The band is fronted 
by bad-boy • Keith Flint 
whose metal-studded face is 
designed to affront parents. 
His party trick is dribbling 
-menacingly at the crowd 
before throwing himself into 
their arms to be 
around above theni- 
The set opens with Smock 
My Bitch Up and later Flint 
sings Firestorter, the number 
that produced record com- 
plaints when performed an 
BBC-TVs Top of the Pops. 

Traditional whisky drink- 
ers may be appalled. But 
Allied Domecq. the UK 
drinks company that owns 
Ballantine’s, is delighted 
with the impact. 

It has taken the event to 
six European cities in the 
past two. years - reaching 
Paris last Saturday, In Sep- 
tember, the Moscow Urban 
High was staged just off Red 
Square, .a tt r ac t in g 250,000 
people and -bringing the 
centre of the . city to a 
standstill. 

“I had a great time.” says 
Ben Turner, associate editor 
of Muzik, a British contem- 
porary dance magazine 
aimed at 18 to 25-year-olds. 

"Some sponsored events, 
especially around dance 
music, are really cheesy. but_ 
Ballantine’s have done It 



Whisky on the rock: crowds choke central Moscow for the Ballantine’s promotion - a fusion of music, dance and snowboarding 


really well," Mr Turner says. 

Like many consumer busi- 
nesses. Allied is worried its 
products do not appeal to 
young consumers under 35 
with money to spend. Over- 
356 know and like Ballan- 
tfne's and associate it with 
the good life of the 1960s, 
says Richard Go war, who 
manages the brand in 
Europe. Younger consumers 
know and respect it, but do 
not see it as relevant to 
them. 

Mr Go war's solution is to 
promote Ballan tine's as a 
product that can put the fun 
back into life. “We will be an 
inspirational mentor,'* he 
says, "helping consumers get 
the most out of their lives. " 

But simple advertising is 
no longer effective in reach- 
ing this marketing-literate 
bunch of consumers. The 
trick, says Mr Go war, is to 
associate the brand with a 
series of experiences in 
music, sport and fashion 
which provide “opportuni- 
ties to iramp into Ball an - 
tine's". ’ 

Hence Urban High, a col- 
lection of activities that is 


more than a simple pop con- 
cert where young people can 
gather and make connec- 
tions with scotch whisky. Mr 
Go war calls It “molecular 
marketing’' because it makes 
links between different 
elements to identify Ballan- 
tine’s with the whole. 


M 


ore important 
for Allied, it is 
an approach 
that appeals to 
hands such as The Prodigy 
and Skunk Anansie, which 
like to perform live. Touring 
with the sophisticated sets 
that audiences now expect 
has become an expensive 
business which record com- 
panies are reluctant to sub- 
sidise. 

There are plenty of com- 
panies offering to sponsor 
such concerts, says Paul 
Morrison of KLP, the agency 
which created the Urban 
High approach. But the 
corporate world is anathema 
to the bands. 

They are interested in the 
idea of taking something for 
young people into the cities, 
though - especially when it 


involves such an anarchic 
combination of elements. 
And BaUantine's is careful 
not to smother the event 
with promotion - there are 
plenty of logos and T-shirts, 
but no endorsements from 
the bands or snowboarders. 

“BaUantine’s have the 
good sense not to ask them 
to hold a bottle of whisky 
and do a thumbs-up,” says 
Mr Morrison. "They couldn't 
do it and wouldn’t” 

“Unlike other commercial 
groups, BaUantine’s has 
taken the trouble to under- 
stand youth culture,” says 
Ben Turner of Muzik. “It has 
created a real working rela- 
tionship with The Prodigy, 
Cream and the snowboar- 
ders. That's the way the 
dance scene works - people 
coming together to create 
events." 

The results of the Prague 
Urban High, staged in Wen- 
ceslaus Square last year, are 
encouraging for Allied. A 
survey of l8-35s in the city 
showed a 50 per cent 
increase in those who drink 
Ballantine’s while the pro- 
portion saying it was the 


brand for them rose from 31 
per cent to 47 per cent 

In Valencia, the turnout 
was lower and the most 
common drink among the 
crowd appeared to be min- 
eral water. 

But Paul Morrison of KLP 
says the event is not 
designed to get the audience 
to drink Ballantine’s there 
and then. “It's about aware- 
ness profile." he says. "It is 
like a big fish bringing up its 
tail and saying ‘Look at 
me'." 

The impact of these events 
reaches far beyond those 
who turn up on the night, 
says Mr Morrison. A year of 
preparation in the Valencia 
region aimed to make sure 
the hundreds of thousands of 
young people who throng 
the disco bars on Friday and 
Saturday night knew about 
Ballantine’s Urban High. 


There are eight levels of 
activity that lead into the 
event, ran g in g from competi- 
tions to media promotions. 
The events are televised 
nationally. The Moscow 
Urban High was broadcast 
on MTV, reaching a much 
wider audience. BaUantine's 
reckons it got media expo- 
sure worth £9m from Urban 
Highs in 1996 at a cost of 
£lJ5m. 

The company does not 
expect instant results. The 
concept will be developed 
with the addition of new 
activities, and rolled out to 
more cities next year. One 
likelihood is an Urban High 
In Sarajevo, the Bosnian cap- 
ital, which would attract 
considerable media attention 
worldwide. 

“It’s pioneering and brave 
in Its scale," says Mr 
Morrison. 


ON-LINE ADVERTISING 

Sony Music 
ushers in logos 

Alice Rawsthom on revenue 
potential of record sites 

Ii 


f all goes according to 
plan, the internet sites 
run by Sony Music for its 
European record companies 
should soon carry the corpo- 
rate logos of advertisers. 

Online advertising is com- 
mon on US record labels’ 
internet sites; but Sony, 
which includes Oasis, Jaxni- 
roquai and the Manic Street 
Preachers among its acts, is 
the first large European 
music group to Introduce it. 

The possibility of raising 
revenue by selling online 
advertising offers an oppor- 
tunity for record companies 
to recoup part of the cost of 
operating sites. Yet some of 
Sony's rivals are concerned 
that their artists might be 
offended if corporate logos 
appear on their sites. 

Music is one of the most 
popular subjects on the 
internet. Most record compa- 
nies now devote special sites 
to each of their acts as stan- 
dard. 

Such sites, which provide 
information about recording 
and touring schedules, act as 
useful tools by which record 
labels can forge a closer rap- 
port between artists and 
their fans. Bat the cost of 
running them has risen 
sharply as internet sites 
have become more sophisti- 
cated. 

One solution is to generate 
income by selling advertis- 
ing space. Record company 
sites are so popular that 
their potential for raising 
revenue is high. A recent 
survey by Jupiter, a US 
research consultancy, esti- 
mated that $l2m : worth of 
advertising will be sold on 
music internet sites this 
year, rising to $200m by 2000, 
and $650m by 2002. 

Nearly all the $12m raised 
this year will come from 
north America, where inter- 
net penetration is highest, 
but a higher proportion will 
be sourced from other coun- 
tries in the future. Some rev- 
enue will go to independent 
operators, such as digital 
jukeboxes or unofficial art- 
ists' sites run by fans. But 


record labels should com- 
mand a considerable share 
as they tend to be responsi- 
ble for their acts' official 
sites. 

Sony Music Europe has 
appointed TSMSL a special- 
ist consultancy, to sell 
advertising space on its 
sites. Nico Koepke. vice-pres- 
ident of media and technol- 
ogy. says that TSMSI would 
start marketing the site to 
prospective advertisers 
within the next few weeks. 

Other European compa- 
nies are more cautious. EMI, 
which includes the Verve, 
Spice Girls and George Mich- 
ael on its record labels, regu- 
larly reviews the issue, 
according to Jeremy Silver, 
vice-president of interactive 
media, but so far has decided 
against accepting advertis- 
ing on the grounds that it 
might not be acceptable to 
artists. 

Similarly, Island Records 
has been approached by 
companies interested in 
sponsoring sites linked to 
specific acts. After consulta- 
tion with those artists. 
Island rejected the offers. 

Sony believes that it has 
found a compromise by lim- 
iting online advertising to 
generic areas of the site, 
such as tour dates and 
release schedules. It will 
only introduce advertising to 
artists' sites with their 
express approval. “This is a 
very new area for us and 
we're approaching it very 
carefully,” says Mr Koepke. 

Many acts may be amena- 
ble to online advertising, 
particularly those that 
already accept product 
endorsement deals, like the 
Spice Girls’ with PepsiCo, or 
tour sponsorship, as the 
Rolling Stones does from 
Sprint, the US telecommuni- 
cations company, and 911 
from Clearasil spot cream. 

However, that raises the 
delicate issue of whether 
record companies should 
keep the revenue generated 
by the internet sites they 
finance, or share such reve- 
nue with the acts. 


Tim Jackson • On the Web 


Jango enters the price war 



Amidst all the 
hype ' about 
internet shop- 
ping, -one 
important 
-'problem . is 
only too often 
neglected: 
f how to find an 
online merchant selling the 
product that you want to 
buy. 

The problem is more sen-, 
ous than it sounds^' Many 
internet users can name a 
. han dful of companies that 
sell books or CDs over the 
internet; fewer could identify 
places to boy cigars, garden- 
ing tools, cosmetics, video- 
tapes or coffee. Attempting 
to find such places^ using a 
search engine like HotBot or 
a database service like 
Yahoo can be time-consum- 
ing. Dozens or even hun- 
dreds of sites come , up that 
mention the product in ques- 
tion but don't actually sell it. 

To make matters worse, 
most online merchants keep 
information on what they 1 
sell in -a database - which 
means' that the ' web page 
describing a product exists 
only momentarily when a 
customer asks, for it. Look 
for it using a. search engine 
and you may never find it. 

Daniel Weld, a. computer 
science professor at' the Uni- 
versity of Washington, has 
founded a company in Seat- 


tle called NetBot that aims 
to solve this “invisible web" 
syndrome. Building on sev- 
eral years ■ of academic 
research NetBot has devel- 
oped a "shopping assistant" 
that is one of the more use- 
fill new services I have seen 
on the Web. 

The product is called 
Jango, and.it can be down- 
loaded free from wwiajan- 
ffli.com. Jango is graphically 
stylish and quick to install. 
Better still, it is also very 
easy to use. 

To start, click a “begin" 
button and choose one of U 
main product categories. 
That makes a mini-form 
appear aalring for appropri- 
ate information such as the 
title of a book, the grape 
variety and vineyard of a 
wine, or the processor speed 
and memory capacity of a 
computer. Then simply set 
the search criteria and click 
"go". 

. During the next 90. sec- 
' ends, Jango goes out- to mul- 
tiple web sites and returns 
with details of matching 
products for sale. The main 
page ' shows a listing 
arranged in price order with 
the cheapest first 
A search for Eudora Pro, a 
popular e-mail package, 
came back with dozens of 
offerings ran g in g from a 
basic upgrade for $22 (£13.50) 
to a 250-user version priced 


at $6,299. 

By p reconfiguring Jango 
with your credit card details, 
you can pick a product from 
this list and buy it in only a 
few mouse-clicks. 

But there's more. A tab 
marked “More Info" offers 
reviews of the product 

A directory gives an alpha- 
betical list of the web mer- 
chants selling It O discov- 
ered IS different on-line 
cigar stores from this.) 

Another tab marked “Mis- 
cellaneous Links” returns 
information on web sites 
that mention the product 
but do not foil Into any of 
the other categories. 

What effect is this tool 
likely to have on internet 
shopping? An immediate 
result is that it makes com- 
parison shopping quicker, 
and drastically increases 
competitive price pressure 
among mer chant s. 

According to Jango, its 
“parallel pull” technology 
retrieving information from 
lots of web sites at once - is 
not vulnerable to the prob- 
lem experienced by other 
software agents, in which 
web sites detect the agent's 
presence and refuse to give 
information in order to stay 
out of the price war. 

But the longer-term effect 
is likely to be similar to' that 
of Green Shield stamps. 
Because of the quality of 


information that customers- 
give to Jango in order to get 
their searches done, the com- 
pany can position itself as a 
unique intermediary that 
helps merchants grab cus- 
tomers at the moment of 
purchase and try to make 
them buy something else on 
impulse. 

NetBot has just gone live 
with a “real-time specials" 
programme that achieves 
exactly this objective. It 
quotes as an example a shop- 
per buying Adobe's Pho- 
toshop package, and 
explains that a merchant 
might want to offer a special 
deal on plug-in software or a 
memory upgade to make the 
program run foster. 

So for, the company seems 
to have done few deals. I was 
unable to generate a special 
offer on any of the searches I 
carried out and most of the 
accompanying promotions 
on the Jango page were 
“house ads" for the compa- 
ny’s own services. 

But it seems clear that 
Jango can offer useful ser- 
vices to merchants as well as 
customers. As with Green 
Shield stamps, it may be the 
case that - nritirw merchants 
would be better off if Jango 
did not exist Given that it 
does, however, many stores 
may find it in their interests 
to participate. 

timjackstm@pobtxc.com 
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Companies still resist electronic age 


More than six In 10 UK companies are 
planning to offer internet-ba sed jer - 
vices “in the near fotnrer, according 
to research to he published this week. 

But resistance to the electronic age 
remains strong, particularly among 
small and medium-sized companies 
that may be baffled by the pace of 
technological developments. . . 

The study finds that the potential 
problems with internet security con- 
tinue to deter many companies from 
investigating: further the use of het- 
bhsed commercial - services! 

Among committed users, however, 
and farparticnlar among financial ser- 
vices companies, the overriding view 
ia that the commercial benefits of the 
net - including access to a wider audi- 


ence - ontweigh the risks. 

• The survey, conducted by GE Infor- 
mation Services, part of General Elec- 
tric of the US, finds a notably patchy 
uptake of internet-based financial elec- 
tronic commerce (IFEC) among the 
country’s business community. 

While the banking sector is leading 
the way in electronic commerce - with 
100 per cent of banks offering 
IFEC services - the UK’s private 
client stockbrokers could not say 
the same- 

Although the majority of stockbro- 
kers intend to remedy the situation - 
most say they plan to offer IFEC ser- 
vices in the near future - there is less 
commitment among small and medi- 
um-sized enterprises. 


Many appear unconvinced that IFEC 
is appropriate to their work or that its 
potential benefits are worth the neces- 
sary investment 

Of the small and medium-sized 
enterprises questioned - primarily in 
accountancy and legal firms, import/ 
export and publishing - not one offers 
IFEC. Researchers found that, of those 
questioned, these respondents had the 
“weakest grasp” of what financial 
electronic commerce was all about 
Only 40 per cent of them say they 
intend to offer such services in the 
future, even though many expressed 
the view that such developments were 
inevitable in business fife as a whole. 

Virginia Matthews 
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BUSINESS TRAVEL 


Travel Update * Roger Bray 




Navigation Fans 

Flights between Europe and 
Asia will be shortened by 
about 30 minutes if airlines 
can sort out a wrangle with 
the Russian government 
over the installation of new 
navigation equipment 
The biggest benefit will be 
on westbound services from 
places such as Hong Kong. 
Japan, Singapore and 
Thailand. The airlines want 
to take advantage of 
advanced satellite 
navigation .known as Pans 
(Future Air Navigation 
System). This will allow 
them to cut fuel and pn gino 
costs by flying more direct 


routes. But they complain 
that Moscow, which needs to 
Provide ground stations for 
the system, wants to daw 
back too much of the money 
saved. 

One airline executive said: 
“If we handed over all the 
savings it could open the 
floodgates when we deal 
with other countries 
needing to improve their air 
traffic control 
mfiastruciure." 

. British Airways is 

prepared to equip up to 40 
long-range Boeing 747s to 
cope with Fans and reckons 
its use over Russia could ■ 
save $23m a year. 


Kowloon bargains 

The downturn In travel to 
Bong Koi^t following the 
handover to Chinese rule, 
which has already produced 
a wave cf leisure travel , 
bargains, has now begun to 
cut the cost afbusiness 
trips.. 

■ Marco Polo Hotels is , 
offering wnctrerswhichare 
good for big discounts at 

three Kowloon properties; 

until March 3L Provided 
they book to advance, '. 


are on offer at 50 per cent 
for a second night’s stay. 


Cost of stability 


Hotel can get HK*x,0(H> • 
(£80> off ihe price of a < . : 
superior rorinj-ior example 
- or the same amount off 
any room ait the Prince, At^ 
at the Marco P0]p,robins - 


Croatia’s return to stability 
has prompted a sharp rise in 
bote) prices. In sterling .. 
terms they soared by 22J51 
■per cent during the year to : 
June, according to the latest 
.purvey from business travel 
agency Hogg Robinson. It . 
was the biggest increase 
among 50 countries 
covered. 

The Croatian capital, 
Zagreb, shot up the city : - 
league table from 53rd to 
Etth' mostespensive,. .. . . • 
oyertaking cities such as 
Paris, Brussels, Rome and 
Tokyo. 


The Sim compares prices : 
paid rather than published 
rack rates. Most expensive . 
dty was Venice, where the ' 
average shot up by 3745 per 
cent ‘ * 


that. Japanese encephalitis. 


Likely weatberjh Ihe 


Dengue warning: ; 

If the threat of malaria in . 
Vietnam is not enough to 
. make yon liberal with the ; 
insect repellent, there are 7 
now added dangers to. , 
contend with. 

An epidemic of dengue 
fever is reported in the ’« 

south of ttte country, with , > 
sporadic cases to the north. ’. 
Though it can be extremely 
nasty, it rarely has serious - 
consequences. However, the 
UK Foreign Office warns ~ 


which is often fatal, 

. is: also a risk in perts of the 
north. There are effective 
vaccines against this 
disease. To counter all three 
hazards the first step should 
, be to avoid being bitten. 


Ticket departure 

. Singapore Airlines Is 
Experimenting with 
7'tfcketless travel on flights to 
< Kuala Lumpur and Penang. 
Passengers can book by . 
■telephone up to three hours 
before departure using J 

credit cards. Itineraries and I * 
receipts are mailed or faxed I d 

to them. They pick up 
hoarding passes at check-in, 
rather t h an from machines. 
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Hotel restaurants are no longer bland and uninviting, says Gillian Upton 


T he business travel- 
ler could hardly 
believe it when the 
restaurant manager 
explained that there were 
3.000 others trying to book a 
table, and there was a 
waiting list of about three 
months. 

The identity of this much 
sought-after restaurant is Le 
Cirque 2000 in New York, 
and even more surprisingly, 
it is part or a hotel. Having 
moved out of the Mayfair 
Hotel last year, it reopened 
this May in another, the 
New York Palace HoteL The 
restaurant had to install six 
telephone lines to handle the 
stampede of customers. 

Siriu Maccioni, the owner 
of Le Cirque who leases the 
space from the hotel in mid- 
i'v-vn Manhattan, represents 
probably the best-known of a 
band of restaurateurs who 
have single-handedly over- 
turned the bland, uninviting 
and deserted dining rooms 
that used to pass as hotel 
restaurants. 

Today they can compare 
with the best eating venues 
and are likely to be one of, if 
not the best, restaurants in 
any city around the world. 

They are friendly and 
informal. Wine and cham- 
pagne by tbe glass and bou- 
tique beers have replaced 
heavy spirits. 

All this is good news for 
those business travellers 
who do not want to spend 
their evenings searching the 
city for a good place to eat 
They can just stay in their 
hotel. 

In Asia, the best restau- 


Book a table 


with your room 



rants have always been 
in hotels because these 
western-run establishments 
had western chefe and fresh, 
innovative cuisine. 

In Bangkok, the 200-seat 
Angelina's in the Shangri-La 
Hotel has a waiting list aver- ■ 
aging two weeks. 

Another Italian restau- 
rant, Grlssini. inside the 
Grand Hyatt Hong Kong, 
was voted tbe best western 
restaurant in Hong Kong for 
several years in succession. 
This summer a branch 
opened in the London Hyatt, 
with its own panoramic, out- 
side lift. 


“We look for the best 
space possible within the 
hotel and, if possible, it 
should have a separate 
street entrance,” says Frank 
Ansel, vice-president of food 
and beverage at Hyatt. 

“The chef and restaurant 
manager are encouraged to 
view the restaurant as their 
business’." 

Felix, at the top the Penin- 
sula Hotel in Hong Kong, is 
full most evenings, almost 
three years after opening. 
The rather staid Mandarin 
Oriental Hotel across Victo- 
ria Harbour from the Penin- 
sula, has recently opened a 


branch of the Thai /French 
restaurant Vong, as a sister 
to celebrity chef Jean 
Georges Vongerichten’s 
original venue in New York. 

The discreet Berkeley 
Hotel in Knightsbridge. Lon- 
don, has already come alive 
with a branch of Vong. 
spending £lm two years ago 
to create an independent res- 
taurant with its own Iden- 
tity, address and entrance. 
No one would know it is part 
of the hotel and it buzzes 
with staff in silk waistcoats, 
in stark contrast to the 
hotel's tranquil atmosphere 
and sombre attire of the 


receptionists. Turnover has 
Increased tenfold. 

The Metropolitan Hotel in 
London's Park Lane opened 
this summer with a branch 
of another famous Manhat- 
tan restaurant, Nobu, under 
the same roof. A street-level 
entrance and separate iden- 
tity is part of the package. 

Since Stephen Brandman, 
the resident manager, con- 
ceived, designed and opened 
Opus 70 at London’s Mayfair 
Inter-Continental Hotel, 
lunchtime business has dou- 
bled and evening business 
trebled. 

“We went for a separate 
entrance and address, 
different identity, non-hotel i 
staff no name badges and 
moved the older staff to 
back-of-house," explains Mr I 
Brandman. 

“There is no reference to 
the Mayfair Inter- 
Continental on any collat- 
eral so for all intents and 
purposes it's a stand-alone 
restaurant." 

Cafe Nico at Grosvenor 
House is an earlier example 
in London, while the HaDrin 
Hotel has collected a 
Mich elm star for its Italian 
restaurant but without the 
razzmatazz of a celebrity 
chef. 

Glasgow's only Michelin 
starred restaurant is inside a 
hotel, 1 Devonshire Gardens. 

Mid-priced hotels are also 
catching on. “Getting food 
and liquor right is vital as it 
accounts for 35 per cent of 
our total company turn- 
over,” explains Charles 
Prew. director of the three- 
star Jarvis Hotels group. 


The pitfalls of a 
partner on board 


Amon Cohen on why companies dislike staff 
taking their spouses on business trips abroad 



T he lights are low, 
the music includes 
your favourite mel- 
odies, you are eat- 
ing superb food in a glamor- 
ous international location 
and you are staring into the 
eyes of . . . your group 
finance director, waffling on 
about step-change processes 
and the company’s new 
back-office system. 

How often have you trav- 
elled abroad on business 
and dreamed of being joined 
by the one you love to enjoy 
the sumptuous surroundings 
together? Unfortunately, 
many companies frown on 
employees taking partners 
with them. 

Not only might it distract 
them from their work, there 
are also tax implications, 
even If the spouse only flies 
out for the weekend. If the 
company pays for the spouse 
or the employee's leisure 
element in the trip, it 
should, theoretically, be 
declared as benefit in kind. 

“It is a real bee in the 
bonnet of tbe Inland Reve- 
nue,’* warns Martin Kaye, a 
partner with accountants 
BDO Stay Hayward. “They 
often go on crusades about 
this and win tax the propor- 
tion of the trip that relates 


to the partner, unless you 
can prove that ft was neces- 
sary for business purposes.” 

One company in which 
spouse travel is frowned on 
is Boots. “We rarely if ever 
send partners,” says group 
business travel manager 
Steve Haven. “It gives us an 
arfmfn k irn li v e headach e: 

“Apart from the cost fac- 
tor, if our employees are 
away on business, we don’t 
want them to be thinking 
about whether they will be 
getting back to the hotel at 
the right time. 

“We only let partners 
travel if there is a business 
case, such as a social event 
where tbe person the 
employee is meeting will be 
bringing their partner.” 

Nevertheless, taking a 
partner is becoming more 
prevalent, says Chris 
Kirker, managing director 
of short-break specialist 
Kirker Holidays. “Business 
people who do travel are 
travelling more and more, 
and their partners are no 
longer prepared to be stuck 
at borne. They are realising 
that they need to them 
along to keep the relation- 
ship going:” 

His view is endorsed by 
Robin (not his real name). 


who works and travels fre- 
quently for a broadcast engi- 
neering equipment manufac- 
turer and regularly takes 
his partner on business 
trips. 

“Some . relationships 
thrive on being apart and 
getting back together,” he 
says. “In my case, our rela- 
tionship is such that we 
enjoy being together and it 
adds insult to injury if I 
work long hours at the 
office and then can’t see my 
partner at all when I travel. 

“If you have a good 
employee and show them 
flexibility, you are more 
likely to retain them in the 
long term.” 

Melody Goodman, director 
of business travel .agency 
Gray Dawes Internet, points 
out that introducing part- ' 
uers is almost obligatory in 
some parts of the world. 

Gray Dawes lies devised a 
neat solution for one of, its 
clients, whose company .pol- 
icy is to let employees fly in 
business class. Twice a year, 
they are allowed to swap for 
two economy seats and pay 
for the taxable element of 
tbe spouse’s ticket In effect 
this means that the couple 
pays for 40 per cent of (me 
ticket between Own. 



Cathay Pacific 
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NEW YORK 

The Brooklyn Academy of Music's 
Next Wave festival of new 
choreography opens tomorrow 
with the first of six performances 
by Merce Cunningham Dance 
Company, including the world 
premiere of Scenario, by 
Cunningham (right), who is 78 next 
month. Later this month the 
festival showcases Belgian 
choreographer Anne Tarosa De 
KeeramaeKer. As part or Its 
centenary celebrations the 
Brooklyn Museum of Art has 
secured the loan of Monet and 
the Mediterranean , an exhibition 
whose only US stop was to have 
been Fort Worth's KJmbeil Art 
Museum over the summer. Of the 
65 paintings, 27 are from private 
collections and have not been 
accessible to students or seen in 
public before. This is New York's 



first Monet show for 20 years, ft 
opens or Friday and rums until 
January. 

ST PETERSBURG 

Rembrandt's restored Dams will 
finally be unveiled at the 
Hermitage tomorrow. 12 years 
after it was mutilated hi an acid 
and knife attack. Following 


controversy over how the lost 
areas should be reconstructed, the 
museum says the picture going 
back on display “was painted by 
Rembrandt, not the Hermitage 
conservation staff 1 . 

KARLSRUHE 

The $66m Centra for Art and 
MecSa opens on Saturday in a 
former Nazi weapons factory. 
Funded Jointly by the suae of 
Baden -Wo rttemfcwig and the ctty 
of Karlsruhe, the centre aims to 
explore the creative potential .of 
new technologies. With extra . 
facilities to be added in 1999, 

It will be the largest institution 
In Germany devoted to 
contemporary- art 

LONDON 

An exhibition devoted to painters 
and sculptors who dominated the 


art scene 100 years ago goescn- 
show at theT^a Geflery on" 
Thursday. It 6 designed to show 
the influence of Rossetti. Burne- 
Jones and other British artists on -, 
the European Symbols*’ ’ , 7 • 
movement The Nloagawa, ■ 
Company. from Japan comes to. 
the Barbican Theatre this week' - 
with its latest production.'. . - 
Shfritoku-Manj, opening on" 
Wednesday. The wkina- of the " 
£20.000 Booker Prize for fiction ' 
will be announced tomorrow 
evening at the. Gtildhafl. 


WEXFORD V: 

. Cfiara~gaurrp^ids IromTarand; ' 
-near, artf preparing tb^orwerge.bh 
TWsfoWrrTri south-east fretendTer- 
the§rart*jarfiaasi of nare opersi 
Thfe ydar^ohcBee con^if)3ea.'-'"f''i 
Meread arito 's Berta da - 

Darpomirfisky^s Rusalte arxf^ 
ReopfghTaLa ffsnwnaS ■ ' 
The^festiiwI bpenaonL : \ w 
-Thursday and nwunffl 
:Noverrt5ar2-.- .. - . • 4. -. 


.The newjtl DQm Gug ge rhatm' ^ 
bfwaur^Btlbad gjeftrw) opensim 
SLgTtflay with 20 th 

' .'century masfcfptecfs oh'toan tosh; 
hs'parEnt.'m New Yolk. Designed | 
byf=rank .Geliry, the museum wffl 
. tocos on ■ • / . . 
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Abstur Muir 

A nearmasterpiece, which occasionally outstays its welcome: Paul Nlon and Rebecca Caine n 'JuSetta' 

Opera /Andrew Clark 

We are such stuff as 
dreams are made on 


-jir* t seems so familiar , and yet 

| so bizarre. Familiar, because 

fi we've all found ourselves 
JfL imprisoned in dreams which 
mix reality- with fiction. Bizarre, 
in that three dreams are illogical, 
elusive and hard to remember. 
Such is the world explored by 
Bohuslav Martinu in Julietta, the 
centrepiece of Opera North's 
autumn tour. David Pountney’s 
staging is as good as we can hope 
to get. Together with a BBC Mar- 
tinu weekend promised for Janu- 
ary in London, it offers a rare 
chance to assess the peculiar aes- 
thetic of this cosmopolitan mid- 
century Czech. 

No other composer has had the 
boldness to take his audience to 
the edge of consciousness, or the 
ability to carry it off with such 
cinematic flair. Julietta is not a 
“normal” opera, and no one 
encountering it for the first time 
should judge it as such, it is an 
extraordinarily sophisticated 
attempt to unlock “the key to 
dreams” (the opera's subtitle). As 
Jan Smaczny says in his excel- 
lent introduction in the Opera 
North programme, Martinu’s 
intention was "to convey the sen- 
sations of feeling and longing 
often left by dreams, and to let 
the irrational and unexpected 
pass for the normal”. 

The surface humour of Julietta 
- brilliantly captured by Fount- 
ney’s English translation and the 
Opera North cast - has been lik- 
ened to that of Monty Python. 
Such comparisons do not reckon 
with the opera's sinister and vio- 
lent undercurrents, typified by 
the threatening twists of Act 2 
and the bureaucratic nightmare 
of the Central Office of Dreams. 
Nor can they do justice to the 
whirring speed and beauty of the 
score. 

Thanks to the skill with which 
the Opera North production por- 
trayed the themes. I came away 
convinced that Martinu had 
indeed "conveyed the sensations 
of feeling and longing often left 
by dreams". But it remains a 
near-masterpiece. Its weakness - 
something neither Pountney nor 
his designers. Stefan os Laziridis 
and Marie- Jeanne Lecca, could 
hope to hide - is that it outstays 
its welcome in Act 2. There is too 
much repetitive activity unre- 
lated to the central dilemma of 
Michel, whose search for the girl 
of his dreams sets off the opera's 
circular train of events. 

Capturing the right visual 
atmosphere - ambiguity, poetry 
and parody - posed an unusual 
challenge for Laziridis, and his 
solution is ingenious. The set is a 
surreal beach overlooked by a 
huge canopy or reflective glass, 
which mirrors the topsy-turvy 
quality or the action while offer- 
ing tantalising glimpses of a 
world beyond. Lecca's costumes 
carry the flavour of a pre-war 
French seaside resort Pountney 's 
fluent direction, aided by David 
Cunningham's lighting, makes 
the action easy to follow. Steuart 
Bedford and the orchestra relish 
Martinu 's syncopated rhythms. 

As Michel. Paul Nilon sings 


tirelessly and hits the right note 
of rational confusion. Rebecca 
Caine's Julietta is properly glam- 
orous. balletic and unattainable. 
Frances McCafferty is a scene- 
stealing Fortune Teller, Alan Oke 
an appropriately dead-pan Cen- 
tral Office bureaucrat. The many 
minor parts are vividly taken: 
this is a true ensemble achieve- 
ment. 

With falling sponsorship and a 
rising deficit. Opera North doubt- 
less had last-minute qualms 
about programming Julietta: the 
rapt capacity audience which 
greeted it at Nottingham's Thea- 
tre Royal vindicated the choice. 
It is accompanied on tour by 


Philip Prowse's 11-year-old pro- 
duction of Aida. This must count 
as one of his most accomplished 
efforts: he turns Verdi's Nile 
opera into an interior, intimate 
drama, shrouded in the visual 
opulence of France’s Second 
Empire. 

The main source of interest in 
this latest revival was the casting 
of Josephine Barstow in the title 
role. Her performance is a tri- 
umph of technique over vocal 
decline; one wants to believe, but 
belief is stretched to breaking 
point in “O patria mia". The dra- 
matic intelligence is as present as 
ever - but aren't there other 
roles Baretow should be gradua- 


ting to at this stage of her career? 
Sally Burgess's Amneris is 
unmissable - a larger-than-life 
portrait of unbridled tempera- 
ment. regal jealousy and inspired 
vocalism. Edmund Barham’s 
wooden Radames is redeemed by 
his fearless top notes. In the pit, 
Giuliano Carella's tempos may be 
taut and unyielding, but he seizes 
the big moments with relish. 


Julietta and Aida can be seen in 
Leeds (October 14-18), Manches- 
ter (October 21-25), Newcastle 
(October 28-November 1) and 
Hull (November 4-8). Julietta is 
sponsored by the Friends of 
Opera North. 


A torch shines 
for movie shrine 

The fate of the historic French Cinematheque 
hangs in the balance, says Nigel Andrews . 


N ero fiddled while 
Rome burned. Mod- 
ern governments 
find subtler ways to 
temporise and vac- 
illate when their cultural heri- 
tages go up In flames. Take the 
bizarre, long-running case of the 
French Cin&nath&que. 

International cinema caught 
fire, or more exactly flood, on the 
night of July 22 1897. Europe’s 
most famous shrine to movie art 
fended off the flames that 
engulfed much of its host man- 
sion, the Palais de Chaillot, only 
to fall victim to the firemen's 
hoses. 

By dawn of July 23, the Paris 
Cinematheque was knee-deep in 
water. The historic basement cin- 
ema, where founder Henri Lan- 
glois programmed everything 
from Bugs Bunny to Robert Bres- 
son, was ruined. And Citizen 
Kane and La Maman et La 
Putain, Jean E attache's great 
chamber epic about love and life 
I in post-19603 Paris, were among 
the movies rescued by staff or 
sapeurs pompiers. 

With 20 other titles - luckily, 
only one week’s programming 
since the rest of the Langlois col- 
lection had been sequestered to 
, another part of Paris some time 
before - the film cans sat on the 
lawn under the gaze of the 
nearby, unharmed Eiffel Tower. 

A stray soldering spark from 
restoration work on a neighbour 
museum was thought to have 
started the fire. And a stray 
phone call roused the Cinema- 
theque's communications direc- 
tor Agnes Wfldenstein from sleep 
- she was on holiday - and sum- 
moned her back to Paris. 

Three months later, she Is 
counting the cost and battling 
the new French government The 
Cinematheque is a legend. The 
eccentric Langlois began building 
its now 40,000-strong movie 
library virtually by hynH storing 
fiiww in bathtubs or biding them 
from prying Nazis. Later, he 
dreamed up a movie museum. 
Later, too, most of student Paris 
rose up when he was sacked by 
De Gaulle’s culture minister, 
Andrd Malraux. Since it was 1968, 
one casus beOi was added to the 
rest and the students won the 
day. Langlois was reinstated, 
remaining the official god of 
French until his death in 

1977. 

Now Wfldenstein and director 
Do mini que PaSni want the Cine- 
matheque back in business, and 
fast They want it reopened 
either in a renovated Chaillot - 


work has begun, but is slow - or 
in the dream location already 
greenllghtad by the previous cul- 
ture ministry, which awaits the 
go-ahead from the new one.- 

“It’s a 10-year-old project to , 
build a 'Palais du Cindma’ hi the 
old Palais de Tokyo nearby on.' 
the Setae,” says Wfldenstein, an 
ardent thirtysomething whose 
aggrieved eloquence and Medusa 
locks would surely compel any 
bureaucrat 

“The Clngmath&qne and its 
museum, as wen as the Biblioth^ 
que du Film, would be housed in 
tibe whole west wing where the 
Museum of Modem Art used to 
be. before it moved to the Beau- 
bourg. There would be four 
screening rooms and big new 
facilities. The previous govern- 
ment supported the idea of open- 
ing it in the year 2000.” 

So, if the new administration Is 
dragging its feet, does the fire 
help or hinder the Cindma- 
thdque's cause? It ought to play 
into the. hands, surely, of the 
Palais de Tokyo lobbyists. 
Indeed, if the flames hadn't 
started in another part of Chail- 
lot altogether - “a museum of old 
stones", Wilde ostein dismiss! vely 
calls the under-restoration Musde 
du Patrimotae - conspiracy theo- 
rists might have cried. “Aha. No 
fire without suspicious smoke.” 

W e were supposed to 
be closing the old 
museum of cinema 
to move to the new 
location." Wfldenstein says. “So 
we had already moved the valu- 
able old cameras and some 
photos and objets. replacing them 
with reproductions.” Similarly, 
the main offices, including WH- 
denstein’s, had been moved to 
the nearby Rue Longchamp. 

That no item of major value 
was destroyed must be accounted 
a miracle. How much of one, I 
realise when Wfldenstein shows 
me around the ruin. The old 
museum, which used to enchant 
with its magic lanterns and 
mock-Cahgari sets, with its lush 
array of costumes, sketchbooks 
and famous props (the Metropolis 
robot, Mrs Bates's head from Psy- 
cho}, resembles a scene from a 
wartime blitz movie. Wires hang 
loose everywhere. A tidemark 
besmirches the walls. And the 
ceiling has shed most of its plas- 
ter, one large lump, relates Wfl- . 
densteSn, having bit a journalist 
on the head in the middle of 
interviewing her the day after 
the fire. 

Now she walks round it moved 


'and bemused. “I can imagine 
Henri Langlois coming hare for 
the first time and saying, ‘Ah. 
what a nice big empty space to 
build a museum!’ * 

In the Cinematheque's big 
front lobby, workmen that morn- 
ing have hacked out a rotten par- 
tition. to reveal & giant bas-relief 
map of Europe, hidden for 50 
years. Far the visitor, it is hke 
.being on an archaeological dig. 
So is the torchht descent Into the 
cinema, as if into an Egyptian 
tomb. Since the electricity is out, 
we can only peer at the once-bhze 
seats now tamed grey by water. 

Three hundred tons alt H^O do 
not leave a place as future cus- 
tomers would wish to find it. And 
although the government has to 
foot the hill for Chaillot repairs, 
it shows no sign of resuming stal- 
led renovation work on the 
nearby Palais de Tokyo, towards 
which I am next guided by Mile 
Wfldenstein. 

Here, the Art. Deco exterior is 
as wondrous as it was in the days 
when this Seineside Xanadu 
enshrined Monets and Manets. 
But inside, the bans are as grim 
and empty as at Chaillot. Even 
outside, a member of Cardboard 
City has already nestled with cup 
and mattress in an available 
niche. 

Is this really what Paris wants, 
by way of upholding its tradition 
as the world capital of cinephflia? 
One French New Wave veteran, 
director Claude Chabrol, was to 
have been honoured with a Cine- 
ma th6que retrospective this 
mouth, celebrating his 40 years 
in cinema. After (he fire, he was 
asked if he would agree to the 
tribute being held at the Cin&na- 
fhbque's smaller, substitute view- 
ing hall in the Place de la Rgpub- 
lique. Not surprisingly, he said 
he would, prefer, to wait. (Even, 
the Rgpublique cinema will be 
unavailable after November 2, 
when the Ci nem at h e q ue's screen- 
ings will move to a 200ceat con- 
verted porno cinema.) 

It is surely time for France to 
get its act together and -remem- 
ber two of French cinema's 
immortal lines, both spoken by 
actor-filmmakers . While Jean 
Renoir hi La Tfegle du-Jeu said 
“Everyone has his. reasons” 
(including penny-pinching gov- 
ernments), Jean Cocteau; of Lb 
T estament d’Orphie, is remem- 
bered for the cry, “Etounfis-mol - 
Astonish. meV France . should 
astonish us all, or at least delight 
us, by bringing back (he Cinema- 
theque as a bigger, better, even if 
necessary transplanted, marvel 
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H AMSTERDAM 

CONCERTS 
Concertgebouw 
Tel: 31-20-675 4411 
National Symphony Orchestra; 
on tour in Europe, conducted by 
Leonard Slatkin. Programme of 
works by Beethoven. Foote, h/es 
and Gershwin; Oct 14 

DANCE 

Het Muziekth eater 
Tel: 31-20-551 8911 
Lander-Graham-Marin: National 
Ballet programme of four 
20th-century works - Etudes, 
Lamentation, Embattled Garden 
and Groosband; Oct 14, 15 

EXHIBITIONS 
Van Gogh Museum 
Tel: 31-20-570 5200 
Auguste Preault (1809-1879): 
Romanticism in Bronze. 75 
sculptures and medallions by the 
nonconformist whose works, 
during his lifetime, were regularly 
rejected by the Salon jury. This 
display Includes Important works 
produced during the 1830s and 


1840s: Slaughter. Ophelia and 
Silence; from Oct 17 

OPERA 

Het Muziektheater 
Tel: 31-20-551 8911 
La Traviata: by Verdi. 
Netherlands Opera revival of a 
staging by Alfred Kirch ner. 
conducted by Ralf Weikert: Oct 
13, 16 


■ BERLIN 
CONCERTS 
Konzerthaus 
Tel: 49-30-203090 

• Benin Symphony Orchestra: 
conducted by Andreas DeJfs in 
works by Britten, Handel and 
Shostakovich; Oct 16 

• Deutsche Oper Orchestra: 
conducted by Christian 
Thielemann in works by 
Beethoven and Schoenberg. With 
violin soloist Elisabeth Glass; 

Oct 14 

• PHlharmonie tier Nationen: 
conducted by Justus Frantz in 
works by Brahms; Oct 15 


■ BRUSSELS 

OPERA 

La MonnaJe Tel: 32-2-229 1211 
Otelto: by Verdi. New production 
conducted by Antonio Pappano 
in a staging by Willy Decker. 
Cast includes Susan Chilcatt as 
Desdemona; Oct 15 


■ CHICAGO 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
• Nabuceo: by Verdi. New 


production staged by Elijah 
Mosh insky and conducted by 
Bruno Bartoletti. Cast includes 
Maria Guleghina and Samuel 
Ramey; Oct 16 
• Peter Grimes: by Britten. 
Conducted by Mark Eider, 
making his Lyric Opera debut, in 
a staging by John Copley. Ben 
Heppner sings the title role; 

OCt 14 


■ LONDON 

CONCERTS 
Barbican Centre 
Tel: 44-171-638 8891 
London Symphony Orchestra 
Brass: conducted by Era: Oaes 
in works by Bernstein. Brahms 
and Bach; Oct 16 

DANCE 

Labatt’s Apollo, Hammersmith 
Tel: 44-171-416 6082 
The Royal Ballet: The Sleeping 
Beauty. Production by Anthony 
Dowell, with designs by Maria 
Bjomson; Oct 13, 14, 

15, 16 

EXHIBITIONS 
Hayward Gallery 
Tel: 44-171-261 0127 
Objects of Desire: The Modem 
Still Life, Exploring 20th century 
developments of a 400-year-old 
genre, this show ranges from 
Picasso and Matisse to 
Oldenburg and Warhol: 
previously seen in New York; to 
Jan 4 

THEATRE 
Barbican Theatre 
Tel: 44-171-638 8891 
The Ninagawa Company. In 


Shirrtoku-Maru, by Shuji 
Terayama, adapted by Rio 
Kishida; Oct 15. 16 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: 
conducted by Esa-Pekka 
Salonen in Mahler's Symphony 
No. 3; Oct 16 


■ MUNICH 

OPERA 

Bayerische Staatsoper 
Tel: 49-89-2185 1920 

• Le Nozze de Figaro: by 
Mozart Conducted by Peter 
Schneider in a staging by Dieter 
Dorn. Cast includes Amanda 
Raocroft aid Alison Hag ley; 

Oct 13 

• The Love for Three Oranges: 
by Prokofiev. Conducted by 
Roberto Abbado, in a staging by 
Juri Ljubimow, with designs by 
□avid Borowskij; Oct 16 


■ NEW YORK 

CONCERTS 
Lincoln Center 
Tel: 1-212-721 6500 
New York Philharmonic; 
conducted by Kurt Masur in 
works by Mozart and Franck. 
With pianist Helen Huang and 
New York Choral Artists directed 
by Joseph Flummerfelt; Avery 
Fisher HaH; Oct 14 

EXHIBITIONS 
Brooklyn Museum of Art 
Tet 1-718-638 5000 


?•; 


Monet and the Mediterranean: “It 
is so beautiful here, so bright, so 
luminous! One swims in blue air; 
it is frightening!” wrote Monet 
from Cap d' Antibes in 1888. 
Bringing together more than 70 
works, this exhibition presents 
the fruits of several journeys 
made by the painter to the 
Italian and French Rnrieras in the 
1880s, to Venice in 1908; to 
Jan 4 

OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 

• Ariadne auf Naxos: by 
Strauss. Revival of a production 
staged by Bqdh Moshinsky, with 
designs by Michael Yeangan; 

Oct 13 

• La Cenerentola: by Rossini. 
Met Opera premiere. New 
production conducted by James 
Levine in a staging by Cesare 
Uevi, with desijpis by Maurizto 
Bald; Oct 16 

• Manon: by Massenet Revival 
of a staging by jean-Pierre 
PonoeUe; Oct 15 


■ PARIS 

CONCERTS 

Opera National de Paris, Optra 
Bastille Teh 33-1-4473 1300 
Orchestra de I'Opdra National de 
Paris: Georges Prfere conducts 
works by Wagner and Mahler; 

Oct 16 

Theatre des Champs ElysAes 
Tel; 33-1-4952 5050 
• National Symphony Orchestra: 
on tour in Europe, conducted by 
Leonard Slatkin. Programme of 
works by Verdi, Beethoven, Ives, 


Barber and Gershwin; Oct 16 

• St Petersburg Philharmonic 
Orchestra: conducted by Yourf . 
Temirkanov in works by 
Shostakovich. With soprano 
Marina Chagoutch, contralto 
Maria GortsevskaTand tenor 
Kon s tan tin Pkxijnikov; Oct 13 

• St Petersburg Philharmonic 

Orchestra: conducted by Your! 
Temirkanov In works by 
Shostakovich. With violin soloist 
Viktor Tretyakov; Oct 14 . 

• SL Petersburg Philharmonic 
Orchestra; conducted by Yourf 
Temirkanov in Shostakovich's 
Symphony No. 7: Oct 15 

DANCE 

Op6ra National de Parts, Palais 
Gamier Tel: 33-1-4343 9696 
Paris Opera Ballet in Swan Lake; 
Oct 13, 15, 16 

EXHIBITIONS 
Mustiedu Louvre 
Tel: 33-1-4020 5151 
Kudara Kannon: this ancient 
Japanese statue, an exceptional 
example of 7th century Buddhist 
sculpture, is here seen outside 
Japan for the first time; to Oct 13 

OPERA 

Op6ra National de Paris. Op6ra 
Bastate Tel: 33-1-44731300 

• Aufstieg und Fall der Stadt 
Mahagormy: by Kurt WeiU. 
Conducted by Jeffrey Tate in a 
production directed by Graham 
Vick,* OCt 15 

• Turandot by Puccini New ' ; 
production by Francesca . 
Zambeflo. Conducted by . " 
Georges Prfitre until tonlgfrt/aftar 
which FaUo Luisi takes oven 
Oct 13 


Op6ra National de Paris, Palais 
' Gamier Tel: 33-1-43439696 
Pell&as' et M6flsainde: by 
Debussy. Conducted by James 
Contort In a staging by Robert 
Wifaon. Cast Includes Dawn 
Upshaw; Oct 14- 


■ 7 VIENNA 

. EXHIBITIONS . ; 

KunsttfausWien 
“ Teh 43-T-712 0495 
Herb Rids: first European 
retrospective of work by the 
American photographer. 
Previously seen In Boston; to 
Jan 18 


■ TV AND RADIO. 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received fr». 
western Europe on medium wave 
648 kHZ (463m) ,\V 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV . 

Monday to Friday, Centra/ .' 
European Time: y ' 

• NBG/Super Channel 1 
07.00: FT Business OAtmtiag ■ 
10 .00: Bjmp9an:Mamy_toheei 
Nonstop live coverage until 15.00 
of European business 'arid the 
financial markets. • 

l7.30; Frt2ac*aA Timas, Business . 
Tonight . . '" - ' 

• cnbc ■..:/£ 

08-30; Squawk Box ’ 

• 10.00: European Money VVheel 
l&Ofc Financial Tims Bustnass 
Tenfgftf 
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COMMENT & ANALYSIS 


Personal V iew • John Lipsky and Karen Parker 

Currency lesson ignored 


A widespread 
failure to heed 
warning signals 
led to the crisis 
in south-east Asia 

Afjjh It ha s become 
''■ 1^ commonplace 

JTmrto blame the 

« intensity and 

; duration of 

south-east 

Asia's currency crisis on the 
forces of globalisation. The 
global freeing up of trade 
and capita] flows, the argu- 
ment goes, has left emerg- 
ing economies more vulner- 
able to currency speculation 
and to sharper stock market 
fluctuations. 

The economic facts sug- 
gest otherwise. Bather th^ n 
globalising, economic rela- 
tions have become more 
intensely regional. Regional 
commerce - trade, capital 
and cross-border invest- 
ments - has been growing 
much faster in the 1390s 
than out-of-region flows, 
nowhere more than in Asia. 

The severity of south-east 
Asia's crisis is due, in large 
part, to the failure of policy- 
makers to anticipate and 
respond to the regional 
strains engendered by Thai- 
land's myriad difficulties. 

The region's currencies, 
interest rates and economic 
growth have become more 
synchronised, while there 
has been no tendency for 
business cycles to converge 
between regions. 

When Thailand devalued, 
its neighbours in the Associ- 
ation of South-East Aslan 
Nations (Asean) were con- 
fronted with intense specu- 
la five pressures. Investors 
identified a regional pattern 
of slowing export growth, 
rising current account defi- 
cits and weak banking 
systems. Market partici- 
pants realised that concerns 
about relative competitive- 
ness would cause these cur- 
rencies to move in tandem 
since the so-called Asean 
four - Thail and, Malaysia. 
Indonesia and the Philip- 
pines - compete In broadly 
the same export markets. 

Moreover, a long tradition 
of regional exchange-rate 


stability had encouraged concert. Precautionary IMF 
domestic investors to arrangements with Indon- 
assume significant currency esia and Malaysia and a 
risk. The abrupt withdrawal more comprehensive plan 
of south-east Asian central for the Philippines might 
banks from the foreign have helped contain the fol- 
oxchange market - with the lout from Thailand, 
encouragement of the Inter- The shift in exchange-rate 
nati on al Monetary Fund - regimes was too abrupt, 
left companies with large More importantly, south- 
foreign currency exposure, east Asia's central bankers 
As they scrambled to hedge failed to provide a clear 
these liabilities, pressures rationale for the decision to 
on the region's currencies float their currencies, nor 
intensified. did they articulate an alter* 

The decision by south- native policy regime to 
east Asia's governments not guide market expectations, 
to defend their currencies By contrast, after the 
reflected a variety of prag- Mexican devaluation of 
matic considerations. 1994, the Brazilian and 
including the elimination of Argentine authorities, with 
easy targets for speculators, the support of the IMF, took 
Ironically, the result has aggressive measures to sus- 
been tremendous uncer- tain their exchange-rate 
tainty, which has fuelled pegs and maintain the credi- 
hedging and heightened bility of their policies. Each 
speculative activity. country experienced consid- 

The recent events in erable short-term strains, 
south-east Asia suggest that but was eventually 
important lessons from rewarded with enhanced 
Mexico's 1995 crisis have financia l market credibility, 
not been assimilated. Specif- falling inflation and more 
ically, there are two big rapid growth, 
flaws in the blueprint for Second, given the fragility 
dealing with emerging- of b anking systems in many 
market crises. emerging markets, compre- 

First, international hensive adjustment policies 
arrangements do not are essential if regional sup- 
include measures to check port arrangements are to 
regional contagion. The succeed. Concerns about 
international financial com- weaknesses in the balance 
munity ought to have recog- sheets of companies *m#f 
nised the risks to Indonesia, banks made the region's 
Malaysia and the Philip- central banks loath to 
pines of a crisis in Thailand, tighten liquidity after the 
Not only did these econo- Thai devaluation, 
mies have similar weak- Central banks risk being 
nesses, bat their currencies damned if they tighten and 
have historically moved in damned if they don’t The 
T . . recent easing of the region's 

international monetary conditions has 

_ . undermined both currency 

financial and equity markets. 

. . . . Again, the contrast with 

institutions ought 1995 is striking. After the 

, devaluation, the B ank of 

t.0 nave Mexico pushed interest 

. , rates sharply higher - and 

recognised tne kept them there - nipping 

. . T , . inflation in the bud and 

nSKS tO Indonesia, quickly re-establishing cred- 
_ - , . ibility with investors. 

Malaysia and tfie Mexico’s central bank was 

_ able to keep policy tight 

Philippines OI a because a financial restruct- 

. . . _ . uring plan had been put in 

CriSiS in l nail and place quickly - thus ensnr- 

... ing that the withdrawal of 

~ liquidity did not lead to a 
iiU aiL .’-If. i&SLzs systemic crisis. 


The impact of high inter- 
est rates on growth was 
swift and severe: Mexico 
suffered its worst recession 
this century. Yet the 
rebound has been equally ! 
striking. Growth has accel- 1 
erated to 7 per cent this 
year and in recent months 
the currency has stabilised, ! 
Indeed appreciated. More- 
over, Mexico returned to the 
private capital markets 
within a year-and-a-half of 
its devaluation. 

Brazil and Argentina took 
heed of Mexico's plight, and 
quickly took steps to 
strengthen their own bank- 
ing systems. Prudential 
norms and supervision have 
been greatly improved sinr* 
1994. Even more striking 
has been the rise in foreign 
participation in the region’s 
hanking systems, which has 
strengthened bank balance 
sheets and boosted competi- 
tion in the financial sector. 

A regional stabilisation 
fund is not the solution. 
Such funds also suffer from 
a fundamental flaw: ade- 
quate support may not be 
available when it is most 
needed, since neighbouring 
countries are likely to be 
confronting similar prob- 
lems. No such fund - 
regional or otherwise — 
would commit sums In 
advance sufficient to deter 
speculation given the 
"moral hazard" problems 
associated with writing 
blank cheques. 

Instead, what Is needed is 
greater responsiveness on 
the part of regional authori- 
ties and the multilateral 
institutions to emerging 
regional risks. Governments 
and the international finan- 
cial agencies should antici- 
pate such spillovers and be 
prepared to respond quickly 
with appropriate monetary 
and fiscal policies. 

The burden of adjustment 
will not always be easy or 
equitable. But, as south-east 
Asia demonstrates, delaying 
the inevitable only makes 
the task more difficult 

John Lipsky is chief econo- 
mist and director of research 
at The Chase Manhattan 
Bank. Karen Parker is the 
bank’s currency strategist 
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UK multinationals would suffer penalty if \ . t ** e? 
ACT abolished with no credit remaining J U 1 ^ 


From Mr Chris Spooner. 

Sir, The various articles 
you ran on the subject of 
advance corporation tax on 
October 3 were a useful sum- 
mary of the history of the 
tax and the current situa- 
tion- 

The article by Jonathan 

Guthrie (“Advisers say 
shares may be shunned") 
stated that it was unclear 
whether a tax credit win be 
available for private inves- 
tors if the ACT system is 
abolished and replaced by a 
system of payments on 
account I would suggest 
that it Is very clear that 


some form of credit must 
r emain, as to eliminate it 
would allow some of the 
UK’s treaty partners to 
impose financial penalties on 
UK companies that attempt 
to repatriate profits. In par- 
ticular, dividends paid by US 
subsidiaries of UK mnltina- 
tionals would be subject to a 
15 per cent withholding tax 
rather than the current level 
of 5 percent 
I also noted in the article 
by Christopher Brown- 
Humes (“Experts warn trea- 
ties face renegotiation”) that 
Philip Shirley suggests that 
multinationals will be 


encouraged to retain their 
profits overseas to take 
advantage of the lower tax 
rates. 

I presume this was 
because they no longer have 
to repatriate profits to create 
a UK tax liability to shelter 
their surplus ACT, albeit 
that this was often cosmetic, 
and had no effect an the net 
cash received by the UK 
Revenue. 

This I always considered 
to be a clear example of the 
tax system distorting the 
needs of the business. In 
reality, funds are employed 
by multinationals in a way 


Liffe shows it has the strength 


From Mr Peter Regas. 

Sir, I take issue with 
points in your leader “Liffe 
and afterlife" (October 2). 
The notion of running Liffe's 
automated pit trading (APT) 
system in parallel to the pit 
is ridiculous in the extreme. 
An exchange succeeds in a 
contract only when it can 
concentrate liquidity. The 
author proposes that a dila- 
tion of liquidity between two 
platforms would be in the 
best interest of the members 
of Liffe and the trading com- 
munity as a whole. Anyone 
who understands trading 
would reject this notion as 
counter-prodnctfve. 

The article states that 
Liffe’s success in the short- 
aid contracts is due to Lon- 
don's greater worldwide rec- 
ognition in Interbank rates 
and its concentration of 
money market activity 
rather than its trading plat- 
form. This assumption is 
unfounded. Unlike the Ger- 
man banks. London institu- 
tions are NOT pressured to 
trade on their home 
exchanges and would use 
Deutsche TerminbOrse or 
any other exchange to hedge 
their short-end interest rate 
exposure providing that the 
platform offered better ser- 


vice. The German banks that 
are equity owners of DIB 
admit freely that short-end 
products and options are bet- 
ter traded on “open outcry" 
due to the complex nature of 
the spread strategies. DTB’s 
screen-based system trades 
less than 3 per cent of all 
Euro mark futures contracts 
traded worldwide and none 
of the Euromark options. 
After six years, their market 
share of bunds is only 40 per 
amt, with just 5 per cent of 
all bund options traded cm 
their screen system. Consid- 
ering that these are the Ger- 
man domestic contracts, is 
any further proof really 
needed? 

Looking at the week of 
May 5-9 1997 1 think provides 
real insight into the viability 
of each platform. Monday 
May 5 was a bank holiday 
and London was dosed. Con- 
versely. on May 8, all of 
Europe was dosed and Lon- 
don was open. When the 
DTB had to stand alone with 
its continental trading block 
partners, its volume in the 
bond contract was 33,277 
contracts traded. However, 
ctn May 8 (Ascension Day), 
when London had the bund 
market to itself, its volume 
was 110.284 contracts traded. 


This points to the conclusion 
that DTB only claim 40 
per cent market share when 
the opportunity exists for It 
to feed parasitically off 
Liffe's price discovery/ 
open outcry platform. 

The agreement to co- 
operate between Soffex. and 
DTB (Eurex) and Matif dem- 
onstrates their lack of confi- 
dence in their indi vidual 
ability to compete with Liffe 
and its open outcry platform. 
The joining forces of these 
exchanges is a sign of weak- 
ness and a desperate attempt 
to compete with liffe and 
the London Clearing House. 

It seems imprudent that 
the London press is falling 
all over itself to congratulate 
the DTB for reaching a 40 
per cent share of its own 
domestic bond market while 
ignoring the fact that in Sep- 
tember 1997 t.iffa had the 

largest open outcry and elec- 
tronic trading volume of any 
exchange in the world. 

Peter Regas, 

(director, London Interna- 
tional Financial Futures and 
Options Exchange), 
director execution services, 
Phoenix Futures, 

62-63 Qneen Street, 

London EC4R 1AD.UK 


that maximise the return to 
their shareholders with tax 
having a secondary impact 
on that decision. 

In theory, excss cash 
could be retained offshore 
but this is unlikely to be sig- 
nificant as the controlled for- 
eign companies legislation is 
effective at forcing repatria- 
tion- of lowly taxed cash that 
is not being actively 
employed in the business. 

Chris Spooner, 

of group taxation, 
HSBC Holdings, 

10 Lower Thames Street, 
London ECSR 8AE, UK 

Ideal skills 
to handle 
this animal 

From Mr Guy ManuelL 

Sir, In your letters column 
of October 6. Mr Aguilar de 
Ben provides some sugges- 
tions for the presidency of 
the European Central Bank. 
Unfortunately, all of his can- 
didates are European. 

The ECB will need to con- 
tend with the Emu and the 
1 euro. Of course, both of 
these are Australian ani- 
mals. The emu is a flightless 
bird and questions like "Will 
the Emu fly?" show obvious 
ignorance. The euro Is a 
small form of wallaby (like a 
kangaroo) and , the 
new currency should be 
expected to hop all over the 
place when it is. bom: stabil- 
ity is most uriHkely. 

Only an Australian could 
manage such a menagerie. 
Being an Australian and a 
former central banker “down 
under”; I would be willing to 
be added to the list of candi- 
dates for president of the 
ECB. 

GuyManneD, 

25 WestaU Street, 

Hyde Park SA 5061, 
Australia 


Freni 


“1 know it s late, tut 111 like some 
susti. How f ar do I tave togfo?” 
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You needn't ever leave tke comfort of your Four Seasons Hotel room to be transported by a talented cbef. 
Room service menus abound with regional selections: from deep-disb pizza to striped bass 
prepared without unwanted calories, to homemade chicfcen soup at midnight. Fbr 
the same breadth of choice in another unequalled setting visit our restaurants * 

downstairs- The demands of business demand nothing less. Phone your travel *OUR SEASONS 
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Close consultation: Madeleine Albright was in the Middle East when Hubert vedrine made his frank remarks 


I s there a role for 
Europe in the Middle 
East peace process? 
Given the difficulty 
that even the US is having 
in breaking the deadlock 
over peace talks, it might 
seem futile to consider 
Europe as an important pro- 
tagonist in the region. 
Europe may be an economic 
giant but without a common 
foreign policy, it is not clear 
what role it can play. 

The question is worth 
debating because at stake is 
not only the survival of the 
Oslo peace process but also 
the very idea of the exis- 
tence of a peaceful solution 
to the conflict 
The contrast could not be 
more striking between the 
urgency of the situation, 
characterised by a break- 
down of trust on both sides, 
and the extremely modest 
ambitions of the small-steps 
policy advocated by the US- 
Seen from Europe, Washing- 
ton’s strategy could be sum- 
marised - unfairly, of course 
- as: “The situation is 
extremely dangerous and 
explosive: it is imperative 
that we do as little as possi- 
ble." 

In this context of semi- 
paralysis, a European role is 
both legitimate and neces- 
sary. Such a role would be 
complementary to, and 
! would in no way contradict 
the vital US presence. • 

We should not go back to 
the late 1970s and early 1980s 
when Europe, under strong 
pressure from France, was 
suggesting an alternative 
strategy for peace, culminat- 
ing in the Venice declaration 
of June 1980. Then France’s 
strategy was to get Europe 
to convince the US that it in 
turn, should persuade the 
Israelis to recognise the cen- 
trality of the Palestinian 
plight and cause. 


Europe’s 

backyard 

The EU should be more active 
in Middle East peace talks, 
argues Dominique Moisi 


Correct in their long-term 
strategic analysis, the 
French - and behind them 
the Europeans - were wrong 
in their tactics. They foiled 
to recognise the political and 
emotional value of the Camp 
David peace agreement 
between Egypt and Israel 
which lay at the heart of the 
US Middle East policy. As a 
result, Europe found itself in 
the position of the Greek 
chorus in ancient drama: it 
was merely commenting on 
the events rather than par- 
ticipating in them. 

Europe has not only learnt 
from its past mistakes but is 
in a position to make its 
voice heard in a completely 
different geopolitical setting. 
To begin with, Europe 
should no longer think of 
Itself as balancing the too 
pro-Israeli behaviour of the 
US with a more pro-Arab 
European policy. This stance 
has, In the past, led to the 
accusation that it was 
"stooping for oil” when 
it was not making arms 
deals. 

Today, Europe is simply 
and resolutely “pro-peace". 
Because it is not the main 
geo-political actor in the 
world and is not constantly 
in a pro-presidential elec- 
toral campaign , Europe can 
call a spade a spade mare 
easily than the US. 

Europe is also a credible 


protagonist because it has 
more clout in the region 
than It did 20 years ago. Its 
muscle comes above all from 
its economic strength: more 
than two-thirds of Israel's 
trade is with the European 
Union. 

Europe is also the largest 
aid donor to the Palestin- 
ians. Enlargement of the EU 
and the establishment of a 
single currency will only 
reinforce Europe’s economic 
and RnanHfll influence in 
the region. 

Europe’s contribution to 
the peace process cannot be 
confined to the economic 
realm. Because it is geo- 
graphically and historically 
closer to the Middle East, it 
may have a better under- 
standing of the region than 
the US. This is thanks less to 
its colonial ties (hardly a 
gening point) than to its own 
historic nationalist and eth- 
nic demons. In western 
Europe, at least, Europeans 
have learnt to, overcome 
tragedy through reconcilia- 
tion - symbolised most 
potently by "the Franco- 
German couple”. 

It is also fair to assume 
that Europe’s understanding 
of the importance and diffi- 
culty of dialogue with the 
Moslem world is different 
from that of the US. In three 
of the leading European 
countries - France, the UK 


and Germany - Islam is the 
second religion. 

Morally, Europeans are 
responsible for the Middle 
East problems on two dis- 
tinct. counts: colonialism ?nd 
anti-Semitism. The former 
gave rise to Arab national- 
ism while the latter, culmin- 
ating in the Holocaust, 
opened the way to the cre- 
ation of the Israeli state. 

Since it is partly responsi- 
ble for the problem, Europe 
should be party to the solu- 
tion. Time is running out 
before a new spell of vio- 
lence engulfs the region. 
When Hubert VSdrine, 
France's foreign minister, 
recently denounced the 
Israeli policy under Benja- 
min Netanyahu, the prime 
minister, as “catastrophic”, 
he was merely echoing what 
many Jews were saying 
themselves. Coming during 
the difficult trip of Made- 
leine Albright, the US secre- 
tary of state, to the MidrflB 
East, Mr Vddrine's frank 
remarks were made after 
dose consultation with the 
Americans. 

The Americans should 
stop considering the Euro- 
peans, who are the region's 
principal bankers, as a 
purely passive presence. 
Americans and Europeans 
alike must fully recognise 
that only the local parties - 
be they Israelis, Palestinians 
or Syrians - can ultimately 
make peace. 

The situation is too explo- 
sive to allow largely obsolete 
transatlantic differences in 
the Middle East to continue. 
What is needed is a new bal- 
ance of modesty and ambi- 
tion between Europe a~nd 
the US. 

The author fs deputy 
director of the Paris - 
based hzstitut Francois des 
Relations Internationales 


Tung 
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ngs 


The spin-doctors of Benjamin 
•; Netanyahu, the Israeli prime 
• minis ter, bellow otzt every day 
t hat the . central policy of his 
.gove rnme nt is to combat terror. 
The results suggest exactly the 
opposite. 

Last month, Mr Netanyahu 
ordered Mossad, Israel’s intelli- 
gence service, to go to Jordan 

and a«M<agin»+4» KTialiri Ttfochnf 

Be Is an obscure polltburo mem- 
I her of Hamas, the Palestinian 
Is lamis t group responsible for 
two recent suicide bombings in 
Jerusalem. The attempt was 
bungled. .The hitmen were cap- 
tured. To get them back, Israel 
agreed to release Shaikh Ahmed 
| Yassin, the founder and mAnfar 
of Hamas. He and scores of 
imprisoned activists were sent 
back to Gaza and the West 

' TRflnk- 

Gaza turned out to greet the 
sheikh in a tumult Such a dis- 
play had not been seen since 
| Yassir Arafat, the Palestinian 
leader, arrived in 1994 following 
the signing of the Oslo peace 
accords with Israel. A jubilant 
[.Hamas is now calling for “the 
total liberation . of Palestine’s 
soil from the [Mediterranean] 
sea to the [Jordan] river’*. 

Sven before this. Mr Netan- 
yahu's reckless colonisation of 
conquered Arab land had under- 
mined peace and bolstered 
Hamas. 'But now he may have 
; fatally unbalanced the already 
teetering land-for-peace deal 
I agreed; in Oslo. ■ 

He has weakened Mr Arafat, 
'.the only Palestinian partner 


available to Israel if it wants a 
settlement based on sharing the 
land of Palestine. He has under- 
mined King Hussein of Jordan, 
Israel’s only Arab Mend. He has 
put Sheikh Yassin in a position 
to be Mr Arafat’s rival. This will 
make it nearly impassible for 
the PLO leader to rein in the 
Islamists or make the conces- 
sions needed for peace. 

Mr Netanyahu is leading his 
people, and probably the region, 
towards disaster. Unlike the late 
Yitzhak Rabin, a soldier as well 
as a statesman, he seems wiah] p 
to understand the necessary 
limitations on the use of Israel’s 
military superiority. If the Arab 
armies can not defeat us, he rea- 
sons, we can impose our peace 
terms and keep their land. 

In fact, the alternative to a 
negotiated solution is the irreg- 
ular warfare Israel now appears 
impotent to counter: the ruth- 
lessly effective tactics of Hamas, 
or HlzboUah in Lebanon. They 
feed on Mr Netanyahu’s intran- 
sigence and have dented the 
aura of invincibility which 
Israel managed to build up over 
50 years. 

In these circumstances. Mr 
Arafat is entitled to refuse to 
negotiate except on the Oslo 
land-for-peace formula. And 
President Bill Clinton, Israel's 
chief ally and peace facilitator, 
should take up the remarks of 
his departing ambassador to 
Israel, Martin Indyk. He warned 
that the US would not “come In 
and save Israel in spite of 
itself’. 


French jobs 


|Xionel Jospin, France's prime 
minister, took employers by sur- 
prise.: on Friday when he 
renewed a pledge to cut the 
working week foam 39 hours to 
35. They had hoped that his 
: national conference on job cre- 
ation would provide a quiet 
burial for this silly idea. But 
[ after a day of talks between gov- 
: eminent, trade unions and 
employers, it was clear that the 
dogma still lives. 

The details are elusive, but in. 
principle Mr Jospin wants busi- 
nesses to cut working hours and 
hire extra employees to make 
up the deficit. Such a scheme 
could make sense only if those 
doing 10 per cent less work 
accepted commensurately less 
pay. But since trade unions will 
resist pay restraint, wage costs 
are likely to rise, thus reducing 
the demand for labour. 

Nor will the government’s 
plan to subsidise wages be 
much help- Subsidies must be 
paid from tax revenues. This 
burden already represents 47 
per cent of France's gross 
domestic product, much it fell- 
ing on labour. 

High taxes and welfare bene- 
fits are the real obstacles to job 
creation in France. This Is what 
the government should be 
thinking about, rather than 
dubious schemes for sharing 
Aviating work. The contribu- 
tions of employers and employ- 
ees to France’s social security 
scheme amount to 17.6 per cent 


of GDP, compared to 14.5 per 
cent in Germany and just 6.9 
per cent in the UK. High bene- 
fits for those out of work mean 
that there is often little mar- 
ginal gain from taking a job. 
The minimum wage and hefty 
labour taxes have driven up the 
cost to employers of taking an 
new workers. This is exacer- 
bated by complex restrictions 
cm hiring and firing. 

Mr Jospin has promised to 
consider ways of lessening the 
burden of employers’ social 
security contributions. But his 
plan to award foil pensions to 
some 56-year old workos. pro- 
vided they are replaced, will fur- 
ther increase costs. So any tem- 
porary benefits to employment 
would soon be eroded. 

France does not have to go as 
far as tfie US in minimi gmg the 
welfare state and Increasing 
labour market flexibility. But it 
needs urgently to restructure 
the tax system to encourage job 
creation, whilst still considering 
the welfare of those out of work. 

Mr Jospin's hands, though, 
are tied by political pressures 
within his socialist coalition. 
Moreover, the French people are 
unprepared for change. They 
were promised a no-lose pack- 
age: shorter working hours and 
more jobs. There is little public 
debate on the structural reforms 
that are needed. With unem- 
ployment now at 12J5 per cent of 
the workforce, the government 
must start one soon. 


Tung’s vision 


e ■ prophets of doom, so far, 
7e been proved wrong. Hong 
og marked its first lOOdays 
ier Chinese sovereignty last 
ek in buoyant mood. Canfi- 
lce in the territory is robust 
1 indeed higher than before 
handover, according to opin- 
polls; and the Hong Kong 
lar survived the regional cur- 
icy crisis without major dls- 
ition. 

laving managed adeptly the 
it-bandover period, Tung 
ee-hwa, Hong Kong's post- 
rmi»i leader, is now setting 
sights on. a more distant 
Izon. Mr Tung’s keynote pol- 
speech last week spelled out 
priorities for the 21$t cen- 
y. The address contained 
ch that was positive. Action 
housing, education, informa- 
i technology and infrastruc- 
B is needed to maintain Hong 
ng’s competitive edge, 
donal devaluations leave the 
ritory's costs, and property 
•es in particular, even more 
of step with those of soutb- 
t Asian rivals. Mr Tung 
wed that he Is well aware of 
economic challenges Hong 


hr, so good. But Mr Tung's 
l remains slightly out of 
on two counts. First, his 
incement of a number of 
tives to help the shrinking 
ifacturing sector raises 
ms about a more interven- 
t stance. Hong Kong’s free- 
st culture is at the heart of 


its success and should not be 
interfered with. 

Se co nd, Mr Tung has taken 
backward steps on democracy. 
Rules for next year’s legislative 
q cgAmhTy elections cut the fran- 
chise for the 30 (out of 60) seats 
elected by professional and 
social constituencies. That, and 
a shift to proportional represen- 
tation in the 20 directly elected 
geographical seats, will hurt the 
Democratic party, the most pop- 
ular In the territory. 

Mr Tung says the elections 
are a step towards universal 
suffrage. But his vague and 
fiAAHng reference to the prom- 
ised journey underlined bis lack 
of enthusiasm for political 
reforms At this time mare than 
ever, though, Hong Kong needs 
a representative legislature to 
act as e watchdog against any 
challenges to the Integrity of its 
political and business institu- 
tions. Mr Tung should treat 
democratic development as a 
support for his vision, rather 
than a threat, and map out the 
next steps in Hong Kong’s pofit- 
ical reforms. 

Mr Tung’s leadership so tar 
has been Impressive. But a 
paternalistic political atmo- 
sphere and a sense of govern- 
ment by business elites could 
stifle the dynamism and innova- 
tion, required for Hong Kong’s 
future development If Mr Tung 
has the courage to tackle this 
danger, he may just quieten the 
doomsters for good. 


Old-timer bounces back 

In spite of his difficult summer, Helmut Kohl can attend his 
party’s annual congress with optimism, writes Peter Norman 
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H elmut Kohl, Ger- 
many’s chancellor. 
Is priming himself 
and his party for 
the fight of his 
long political life. This year’s 
congress of the Christian Demo- 
cratic Union, which starts in 
Leipzig today, will mark the 
launch of a marathon 50-week 
campai gn to the general election 
an September 27 1998. 

Nothing has been left to 
chance. Mr Kohl's support will 
not be formally tested, because 
be and the rest of the CDU lead- 
ership do not face election for 
party office this year. The 1,001 
delegates will not be given an 
opportunity to pass judgment on 
Mr Kohl's derision last April to 
stand for a fifth term as chancel- 
lor. 

In an event rich in symbolism, 
the three-day congress will start 
with an ecumenical service in the 
St Nicholas Church, the birth- 
place of resistance to the former 
east German co mmunis t dictator- 
ship in 1989. 

The message to the delegates 
as they prepare to discuss the 
challenges of globalisation, the 
euro and organised crime will be 
dear Mr Kohl, the chancellor of 
German unity and CDU leader 
for 24 years, is the only man 
qualified to lead Germany Into 
the perilous and uncertain world 
of the 2lst century. 

Not all present will agree. In 
recent days, some younger CDU 
leaders have voiced discontent 
about Mr Kohl. There have been 
complaints about a lack of con- 
ceptual thinking and open debate 
in the CDU and the slowness of 
the party and the Bonn coalition 
government to reform Germany’s 
creaking welfare state. 

Peter M tiller, the 42-year-old 
head of the CDU in the Saarland 
where Oskar Lafontaine. the 
opposition Social Democrat 
leader, is prune minister, told the 
newspaper Die Zeit that the party 
must be more radical and inde- 
pendent of the government in 
Bonn. “The CDU has become 
increasingly accustomed to 
waiting for instructions from the 
chancellery," he complained last 
week. 

Klaus Escher. the 3l-year-old 
leader of the Junge Union, the 
CD IPs youth wing, ruffled feath- 
ers by suggesting in an Interview 
with Focus magazine that Mr 
Kohl should step down as CDU 
leader after winning next year's 
election to allow a renewal of 
party personnel and policies. 

Separately, in a paper calling 
for a “new beginning", Mr Escher 
criticised “Byzantine" attitudes 
in the CDU, which he said was 
geared too much to the person of 
the leader. 

But while Mr Escher was stat- 
ing what many senior CDU fig- 
ures say in private, the over- 
whelming reaction to his 
remarks has been a closing of the 
ranks. Predictably, his proposal 
that Mr Kohl should step down 
was dismissed as “pointless and 
lacking solidarity” by Peter 
Hintze, the CDU secretary- 
general. 

More significant was the reac- 
tion of Christian Wulff, the par- 
ty’s 36-year-old standard-bearer 
in Lower Saxony and, like Mr 
M Oiler, a prominent member of a 
group of up-and-coming regional 
party leaders dubbed the “young 
wild ones”. Mr Wulff disowned 
Mr Eschar's views as “absolutely 
unhelpful”. 

Yet only two weeks before, in a 



speech in Bonn, Mr Wulff had 
urged younger members of the 
CDU to “take over the role of an 
opposition” inside the party to 
promote change and make Ger- 
many fit for the next century. 

The pressure to unify has co- 
incided with a modest revival in 
the fortunes of the party and gov- 
ernment in Bonn, after months of 
trailing in the opinion polls. In 
such circumstances, observes 
Roland Koch, CDU leader in the 
state of Hesse, and another of the 
young wild ones: “There is a very 
rational realisation that no one 
benefits from the demolition of 
the leader." 

The party performed better 
than expected m the Hamburg 
state election on September 21, 
which also proved a serious 
setback for the opposition Social 
Democrats (SPD), who control 
the second chamber of the Bonn 
parliament that represents the 
states. 

The government's ability to 
agree on financing a two percent- 
age point cut in the solidarity 
surcharge, a levy added to 
income tax bills to help support 
eastern Germany, showed that 


the coalition could push ahead 
with some reforms independent 
of the opposition. 

There have even been positive 
repercussions from last month's 
failure of the government’s flag- 
ship project for sweeping reform 
of the German tax system. The 
end of efforts to reach a compro- 
mise with the SPD was followed 
by a sharp leftward lurch by Mr 
Lafontaine. who has urged an 
end to wage restraint following 
the tax reform debacle. This in 
turn has sharpened the CDU’s 
profile and fired the appetite of 
party activists for a fight. 

These events have injected new 
dynamism into Mr Kohl, the 
CDU’s activist-in-chief. The chan- 
cellar has shaken off the grumpi- 
ness that dogged him throug h a 
summer of internecine fighting 
inside his coalition. Despite his 
67 years and his reputed weight 
of 20 stone (124kg), be has been 
spry and forceful at recent public 
appearances. 

"You mustn’t underestimate 
Kohl,’’ says Friedhelm Ost, a 
CDU backbencher with a reputa- 
tion for frank speaking. “We will 
only achieve a breakthrough 


with him." Mr Koch also consid- 
ers Mr Kohl to be a prime elec- 
toral asset, partly because he 
now regards the chancellor as a 
supporter of reform. 

“There was a long period in 
which we didn't discuss contro- 
versial economic issues for fear 
of upsetting the blue-collar and 
business wings of the party. I 
think that phase finis hed during 
the past two years." 

“Kohl has a strategic advan- 
tage at the moment that is diffi- 
cult to trump," Mr Koch adds. 
“The CDU will be campaigning 
on a platform of reform based on 
the need for Germany to change. 
But many voters fear that they 
will lose out because of change 
and there is a longing for stabil- 
ity. With Kohl, the CDU can com- 
bine the message of change and 
stability." 

Like many of bis contempo- 
raries, the 39-year-old Mr Koch is 
impatient with the sluggish pace 
of change in Germany. “But I 
have come to the conclusion that 
under Kohl's leadership, things 
are moving at the fastest possible 
speed that our society can cope 
with. Without Kohl, there would 
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Dutch 

forage 

N Michel Tilmant, chief 
executive of Banque Bruxelles 
Lambert appears to be losing 
his battle to keep Belgium's 
third-largest bank out of the 
hands of Dutch financial 
■ services group 1NG, which owns 
20 per cent of BBL and is khan to 
acquire another “home” market 

Tihnant has felled to interest 
other potential suitors, notably 
local rival G&s&ale.de Banque : 
and Axa-awued insurer Royal 
Beige. Having publicly sought a 
partner, it would now be ■ 
difficult for him to turn down. . 
ING’S advances. 

, INC had a shot at taking over- - 
.BBL five years ago - an event, 
known in BBL folklore as 
l 'affazrv TtoUandaise. Its agreed . ; 
offer was torpedoed by a . ; , 
shareholder revolt justified in 
part by an appeal to Belgian 
nationalism. 

It;s just possible that the 
government may step in to try to 
keep BBL Belgian, either by 
pushing Generate de Banque 
into a merger or by leaning cm 
Albert Fr&re, the Belgian 
’ farmworker's son and self-made 
financier who owns 25 per cent 
. of BBL. not to sell hte stake. 

Frfire is thought to want to 
in to finance bis expanding 
media interests. 

• Could he be persuaded not to 


sell at all or to sell to a Belgian 
bank for less? Since backing 
BBL last time, Frere has been 
made a baron. The media-shy 
financier is notoriously difficult 
to read: last time round, he first 
indicated he wanted to sell out 
to ftmd investments elsewhere, 
then became a key figure in the 
shareholder revolt Could 
history repeat itself? 


to organise. Embarrassed WTO 
nfndais describe the whole thing 
as “unfortunate”. 


Mega bite 


Trade off 


The World Trade 
Organisation must have been 
expecting trouble when it 
invited China and Taiwan - 
which both have observer status 
> to a meeting on how poor 
countries can be helped into the 
global trading system. The 
United Nations Conference cm 

Trade and Development is a 

joint sponsor, and that runs Into 
’Beijing's old insistence that 
Taiwan is a rebel province and 
cant take part in anything 
under the UN banner: 

- So now a remarkably similar 
conference has. been organised: 
it's on the same dates - October 
27 and 28 - as the one the 
Chinese, didn’t Hke, it will be 
attended by the same people, 
discuss the same things and take 
place la ’Geneva, though in the 
WTO building, not in the Pateis 
des Nations, the UN's European 
headquarters down the road. 

Unctad wflt'cf. course, be 
invited to the meeting it helped 


. ■ There are early signs that 
Germany's earnest political style 
mi ght be leavened by a bit of 
American-style razzmatazz for 
next year’s general election, hi a 
rare concession to the need for 
style as well as substance, Oskar 
Lafontaine, leader of the 
opposition Social Democratic 
Party, is suddenly sporting a 
new set of gleaming, neatly 
aligned teeth. 

Germany's popular press says 
the toothlift has given 
Lafontaine “the smile of a 
Hollywood star*. Whether it will 
help him nibble away - 
Chancellor’s Helmut Kohl’s slim 
parliamentary majority remains 
to be seen. 


Miss guided 

■ Bill Clinton will need to use 
all his charm when he arrives in 
Brazil today - Uncle Sam's 
embassy in Brasilia hag 
managed to offend the local 
political elite. An information 
guide prepared far US 
businessmen accompanying the 
president described corruption 
as ‘-‘endemic” to Brazilian 
culture and had some tough - 
things to say about the country’s 


judicial system and political 
parties. 

The furore - which broke on 
the day that a state governor 
escaped impeachment for his 
involvement in a bond scandal - 
has led to much huffing and 
puffing about "neo- imperialism" 
and “overbearing” Americans 
and comment about Clinton’s 
own problems with the 
Whitewater and campaign 
financing scandals. Celso de 
MeDo. the Supreme Court head, 
has refused to attend a dinner 
with Clinton tonight. 

US ambassador Melvyn 
Levitsky has been busily 
backtracking, the word 
“endemic" has been removed 
and Brazilian officials have been 
assured that the document 
doesn't reflect US government 
thinking. Observer wonders 
whose thinking it does reflect. 


Cut up 


■ A young executive is working 
late to impress a boss who 
suddenly appears, puzzled and 
clutching a piece of paper, by 
the shredding machine. The 
thruster asks if he can help. 
“Yes. My secretary always works 
this thing for me. Do you know 
how to turn it an?" The 
ambitious one activates the 
shredder, inserts the page and 
watches the strips spill out 
“Great," says the boss, “I only 
need one copy." 


have to be far more compromises 
within the CDU." 

Matthias Wissmann, transport 
minister, former head of the 
Junge Union and at 48 one of the 
younger Bonn cabinet members, 
says the euro will be a plus point 
for Mr Kohl. 

“The CDU has always done 
well when it has a historic issue 
on which to tight and show lead- 
ership against the trend of public 
opinion. That will be so in 1998 
with economic and monetary 
Union." Helmut Kohl is a “loco- 
motive" in elections, says Mr 
Wissmann. 

Despite Mr Kohl’s 15 years as 
chancellor, Mr Wissmann 
cautions against likening Ger- 
many to the UK before the May 
general election in which Tony 
Blair's Labour party won a land- 
slide victory over John Major 
after 18 years of Conservative 
rule. 

“First, Helmut Kohl is not 
John Major," he says. “In Kohl, 
you have a historic figure and 
world-wide regarded leader who 
stands and fights over difficult 
issues, such as Emu. Leadership 
is a strong point in an election 
campaign. Second, the SPD 
doesn’t bave a Tony Blair. Third, 
John Major was getting 25 per 
cent in the polls. Despite our 
poor performance In the summer 
we are getting 35 to 40 per cent. 
Fourth, we are entering a period 
in which the economy is picking 
up.” 

T he economy could 
indeed help generate a 
rosy scenario for Mr 
Kohl, but only if Ger- 
many's export-led 
growth leads to more investment 
and demand at home and 
reverses the still upward trend in 
unemployment 

Mr Wulff will also have to per- 
form well in the March I state 
election in Lower Saxony, where 
Gerhard Schroder, the popular 
SPD state prime minister, has 
announced that he will not be a 
candidate for the chancellorship 
if his share of the vote drops by 
two percentage points. 

The CDU is resigned to a weak 
performance in the April election 
in the eastern German state of 
Saxony Anhalt. But a return of 
the present coalition in Magde- 
burg. a minority government of 
SPD and environmental Greens 
which depends on the informal 
support of the former communist 
Party of Democratic Socialism, 
would allow the CDU to inject 
“the red peril" into its 
subsequent general election 
campaign. 

Finally, a clear victory by the 
CDlTs Bavarian sister party, the 
Christian Social Union, in the 
September 13 Bavarian state elec- 
tion could generate a bandwagon 
effect for the general election two 
weeks later. 

The debate about Mr Kohl's 
leadership and the fixture direc- 
tion of the CDU will be sure to 
revive in a year's time, whether 
or not he win3 a fifth term as 
chancellor. But If all goes accord- 
ing to plan, Mr Kohl will emerge 
this week from his 26th CDU con- 
gress as party leader with some 
of the lustre of a comeback kid. 

“I am not saying it is a home 
run," Mr Wissmann says. “But 
the chances for Helmut Kohl and 
the Union to win the next elec- 
tion are bigger than the opinion 
polls suggest and much bigger 
than they ever were for John 
Major.” 




mm 


lOO years ago 

Diamonds In America 
Chicago: An expedition has 
gone out from this city into 
one of our Western Territories 
to locate what is said to be an 
extensive diamond field, 
showing many characteristics 
of the South African 
formation. I saw a piece of the 
matrix literally studded with 
diamonds, many of them large 
enough to set and of first 
water, and had the piece 
valued roughly at $500 per 
ounce of matrix. The leaders 
of the party do hot seek any 
investing capital. If the 
ground comes up to the 
sample, I am inclined to think 
there will be a stir in the 
diamond world when the facts 
are known. 

50 years ago 

Argentine Order For Ships 
The ships which CammeQ 
Laird are to build for the 
Argentine Government will 
probably be used to send meat 
to Britain - in the fees of 
keen foreign competition. 

This company has secured the 
order for two refrigerator 
ships of 8.700 tons each. 
Alexander Stephen and Sons, 
Glasgow, have obtained an 
order for a similar vessel The 
total cost of the three ships is 
£2,600.000. The orders win 
increase Britain's overseas 
credits in a hard currency 
area, and they are good news 
for shipyard workers at 
Merseyside and the Clyde. 


Ud 
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China rejects moving 
forex reserves to euro 


By James Harcfing in Bering 


China yesterday moved to end 
speculation that it ' would 
switch a large share of its 
$131.6bn foreign ex chan ge 
reserves into the euro after 
1399 - the proposed start-date 
for European economic awH 
monetary union. 

The State Administration of 
Foreign Exchange, which man- 
ages dollar-dominated 
reserves, said it expected the 
euro to be a “soft and unstable 
currency in its early years", it 
would therefore keep most of 
its foreign exchange reserves 
in dollars until the European 
single currency had 
“matured". 

The an n n mifcmwit jg Tfboly 

to disappoint the European 
Commission which had hoped 
to persuade China to consider 
the euro as an alternative to 
the dollar. 

Last month, Yves-Thibault 
de SQguy, the European com- 
missioner responsible for mon- 
etary affairs, travelled to Asia 
to make the case to senior gov- 


ernment and central bank offi- 
cials. 

China's foreign reserves are 
forecast to exceed $140bn by 
the end of the year, having 
grown from about $20bn4n 
199L More than 70 per is 
held in dollars. The govern- 
ment has been considering 
diversifirtng the composition of 
the nat i onal reserves to reduce 
“excessive dependence" an cer- 
tain countries. 

According to Mr de SSguy, 
Dai Xiangiong, the governor of 
the People's Bank of nhina, 
hinted strongly after their 
meeting that Beijing would 
convert some of its reserves 
into euros. 

But Tao Liming, dir ect o r of 
the International Financial 
Research Centre under the 
B a nk of China, said yesterday 
in Business Weekly, the offi- 
cial government newspaper: 
“China wQl not move to con- 
vert US dollars into the euro 
until the euro has matured 
enough to be a hard and stable 
currency after years of run- 
ning" 


“Noticeable economic dispar- 
ities among EU member coun- 
tries will affect the value of 
the euro, " Mr Tao said, adding 
that “the risks from the dispar- 
ities will remain unpredict- 
able”. 

Officials from the foreign 
e xch ange administration said 
China’s holding of euros would 
increase In line with growing 
trade links with the European 
single market 

• Sir Leon Brittan, EU trade 
commissioner, arrives in Bei- 
jing today for a series of meet- 
ings with, among others, Zhu 
Rongji, vice-premier in charge 
of the economy. Talks will 
focus cm Sino-EU trade rela- 
tions and accelerating China's 
admission to the World Trade 
Organisation. 

Wu Yi, trade minister, is 
expected to press China’s posi- 
tion over what she sees as the 
EU’s “unfair" anti-dumping 
cases a gainst a number of Chi- 
nese goods and import harrp on 
some agricultural products. 


Berlusconi 
rules 
himself 
out as 
Italian PM 


By James Blitz in Rome 
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London to launch interest 


rate yardstick for euro 


By Samer Iskandar in London 


The British Bankers’ 
Association will today launch 
a reference interest rate for 
the euro that should intensify 
London’s hopes of remaining 
Europe's leading financial cen- 
tre after economic and mone- 
tary union in January 1999. 

The euro London Interbank 
Offered Rate - the average of 
the interest rates at which the 
largest London-based banks 
lend to each other in euros - 
will provide a yardstick for 
global financial t ransac t ions in 
the new c u rrency. 

The euro Libor rate will 
replace the BBA’s existing 
benchmark rate on the Ecu - 
the basket of European curren- 
cies - when tiie euro is intro- 
duced. Its announcement 
means London has beaten a 
rival protect by financial trade 
associations in other European 
countries to set a Europe-wide 
benchmark called Euribor. 


The new reference rate has 
been welcomed by London's 
financial community. The Lon- 
don International Financial 
Futures and Options Tgrchanpp 
said: “It helps Liffe achieve its 
stated ambition of being the 
world centre for euro deriva- 
tives trading." 

A large proportion of deriva- 
tives transactions worldwide 
are based on the BBA’s 13 
Libor rates. These are also the 
most widely used benchmarks 
in the international capital 
markets - for example, as a 
reference for interest pay- 
ments on bonds. 

In June, the International 
Swaps and Derivatives Associ- 
ation, the trade body for par- 
ticipants In derivatives, 
warned that uncertainty about 
European interest rate bench- 
marks could threaten the legal 
continuity of transactions. 
These are based on reference 
rates which would disappear 
after monetary union. 


At the weekend, the associa- 
tion said the BBA’s initiative 
would ensure “minimal legal 
risks, if any, from the switch 
from the Ecu to the euro". 

Euribor’s sponsors include 
the European Banking Federa- 
tion and the Association Cam- 
biste Internationale, which 
represents participants in the 
foreign exchange market They 
plan to replace the national 
interest rates on currencies 
taking part in monetary union 
with an index compiled from a 
panel of about 50 banks from 
different European countries. 

This will include many 
smaller and re gional banka, in 
contrast to the BBA rate 
which will be based on a panel 
of only the largest interna- 
tional banka. Matthew Elder - 
field, director of European pol- 
icy at the ISDA, said the Libor 
rate was likely to be more 
attractive: “Legal risks are 
minimalised if the credit-wor- 
thiness Of the panel is strong." 


Texas Instruments to launch ‘turbo’ chip 


Continued from Page 1 


figures, but the representation 
is imlifellke. “The images are 
poor," said Mr pewannian. 
“What is missing is the com- 
putation.” 

The new chips are not con- 
ventional microprocessors like 
Intel’s Pentium family, but 
“digital signal processors” 
that can handle 60m to 100m 
instructions a second, allow- 
ing audio and video signals to 
be transformed at ultra high 
speeds. They are currently 


used in digital mobile tele- 
phones, modems - the devices 
that allow computers to com- 
nmnicate over a telephone line 
- and other industrial prod- 
ucts. 

Texas likens the floating 
point version of the chip to a 
“turbo -charged, racing ver- 
sion" of the basic digital sig- 
nal processor. The new chips, 
which will be available in the 
first quarter Of next year, are 
likely to cost between $50 and 
$100 when they start to be 
produced in bulk. 


Mr Dewannian said the com- 
pany was likely to have a chip 
capable of 3bn floating point 
calculations a second by 2000. 

Texas, once the largest US 
semiconductor manufacturer, 
has now restructured its 
whole business around the 
design and production of digi- 
tal sig nal processors which it 
sees as key to a future commu- 
nications revolution. 

. With a 45 per emit share of 
the world market, its chief 
competitors are Lucent Tech- 
nologies and Analog Devices. 


Italy licks its wounds, Page 3 


FT WEATHER GUIDE 


Europe today 


Northern and central France, the 
Low Countries and northern Spain 
wffl be cool and cloudy wtth rain at 
times. 

Southern France and the eastern 
and western parts of the 
Mediterranean wffl be dear and 
sunny but central pots, Including 
Italy, will be unsettled with showers. 
The Balkans will be mostly fine and 
sunny, wtth occasional showers. 

The rest of eastern Europe wffl be 
unsettled with outbreaks of rain in 
most parts. 

Scandinavia will be mostly dry and 
sunny although the south and east 
may have the odd shower. 


Five-day forecast 

Eastern Europe and the central 
Mediterranean will be unsettled and 
wet until later In the week, when tt 
will become dry. 

Western Europe and the rest of the 
Mediterranean will stay fine until 
Tuesday or Wednesday. 
Scandinavia win remain fine. 



TODAY’S TEMPERATURES 


Situation at midday. Twnparatums maximum for day. Fomcestsby PA WeathoiGentm 


Abu Dhabi 
Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 

S.Airee 

B.Ham 

Bangkok 

Barcelona 

Beijing 


Maximum 

Cetofcis 
sun 34 
cloudy 30 
thunder 23 
rain 12 
•bower 24 
Mr 25 
Cloudy 15 
Sun 11 
Thunder 35 
Cloudy 20 
Sui22 


Bermuda 

Bogota 

Bombay 

BrusMto - 

Budapest 

CJtagen 

Cato 

Caracas 

Cardiff ■ 

Canbfanoa 


SuA 11 

Funs 
Rain 11 
Fair 27 
Shower 20 
Sun 35 
Rain 11 

Shower 12 
Shower 10 
Sun 35 
R*32 
Sun 13 
Sun 22 


Chicago 

Cologne 

Dakar 

naflBH 

Delhi 

Dubai 

DubBn 

Dtoravnk 

Etflnburgh 

Fare 

Frankfort 

Geneva 

Gfixsttar 


Thunder 20 
Rain IQ 
Sun 31 
Sun 21 
Fair 30 
Sun 35 
Cloudy 11 
Thunder 19 
Shower 11 
Sun 25 
Rain 11 
Slower 13 
Sun 23 


Glasgow Sun 12 

Hamburg Rain 10 

Helsinki Drzzi 6 

Hongkong ShowarSO 
Honolulu Fafr 31 

Istanbul Thunder 24 
Jakarta Fair 33 

Jersey Sun 14 

johanneeburglhunde^ 


More and more experienced travellers 
make us their first choice. 


Lufthansa 


Karachi 
Kuwait 
L Angelas 
Las Palma 
Una 
Lisbon 

London 

UdlBoub 

Lyon 

Madeira 

Madrid 

Majorca 

Malta 


Sui 35 
Sun 35 
Sun 28 
Fair 27 
Cloudy 23 
Fair 22 
Sim 13 
Rah) 9 
Ran 12 
Cloudy 24 
Cloudy 21 
Shower 21 
Thunder 20 


Manchester 

Manna 

MeBnune 

Mexico Ctty 

Miami 

Mian 

Montreal 

Moscow 

Munich 

Nairobi 

H„ .Inn 
Naptt» 

Nassau 
New York 
MC9 

Nicosia • 

Oslo 

PWte 

Perth 

Prague 

Rangoon 

Reykjavik 

Ho 


•Sunil 
Thunder 32 
Drzzi 20 
Thunder 25 
Fab 29 
Cloudy 19 
Fair 20 
Shower 12 
Rain 12 
Fair 28 
Thunder 20 
Shower 30 
Sun 23 
Sun 22 
Sun 29 
FeJrlO 
Cloudy 12 
F*21 
Shower 9 
Fair 32 
Drzzi 7 
Shower 31 


Roma 

a Fraca 

Seoul 

Singapore 

Stockholm 

Stragboug 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Warrington 

WeSngton 

Winnipeg 

Ziafch 


Thunder 22 
Sun 23 
Rain 18 
Fair 31 
Cloudy 8 
Rain 11 
Sun 21 
Sun 22 
Sun 34 
FUr 20 
Fair 21 
Cloudy 14 
Shower 18 
Shower 12 
Shower 9 
Sun 25 
Shower 18 
Sleet 4 
Rain 11 



THE LEX COLUMN 


Silvio Berlusconi, leader of 
Italy's centre-right opposition 
parties, has bowed to growing 
criticism of his performance by 
announcing he will not be a 
candidate for prime minister 
after the next election. 

Amid signs that Italy's car- 
rent political crisis could l ea d 
to a snap poll before the end of 
the year, Mr Berlusconi said 
centre-right parties should 
choose a new candidate for the 
premiership. 

Mr Berlusconi, a former 
prime minister who is also one 
of Italy's leading business fig- 
ures, has been dogged by cor- 
ruption allegations for more 
than twp years. Despite his 
fierce denials of the allega- 
tions. some allies have 
expressed concern that specu- 
lation about judicial inquiries 
would again haunt his cam- 
paign. 

Mr Berlusconi will continue 
to lead Foiza Italia, the p a rty 
he founded, and the biggest ele- 
ment of the opposition bloc in 
parliament. But he said he was 
looking for an “authoritative 
and prestigious candidate” to 
be put forward by the 
centre-right 

Among the names being can- 
vassed is Mario Monti, one of 
Italy’s two European commis- 
sioners. However, Mr Monti 
was yesterday reported to have 
told Mr Berlusconi that he 
wished to continue with his 
work for European integr a tion. 

The Forza Italia leader's 
announcement was made as 
President Oscar Luigi Scalfaro, 
Italy’s head of state, tried to 
fill . the vacancy left by 
Romano Prodi who resigned as 
prime minister last week. 

Although Mr Prodi was 
brought down by a rebellion 
from neo-Cmmnunist deputies 
who were part of the govern- 
ment’s parliamentary major- 
ity, attempts were still being 
made at the weekend to broker 
a deal between the two sides. 

Core supporters of Recon- 
structed Communism (RC) 
have protested angrily to 
Fausto Bertinotti, the neo- 
Communist party’s leader, 
after his decision to topple 
Italy’s first centre-left govern- 
ment since the war. 

After these attacks, Mr Ber- 
tinotti again suggested at the 
weekend that RC and the cen- 
tre-left Olive Tree coalition 
should come to a one-year 
pact. 

“We are prepared for a com- 
promise", he said. 

It will be difficult to reach 
agreement, however, unless 
Mr Bertinotti is prepared to 
compromise an his opposition 
to the government’s 1998 
budget plan, which cuts pen- 
sion spending. 


There is one solid reason why BAT 
Industries shareholders should wel- 
come the mega-merger being 
cooked up with Zurich Group. And 
strangely, it is almost a byproduct 
The real value would come not from 
the merger but from its conse- 
quence: the demerger of BAT'S 
tobacco business. Why? Because by 
any reckoning, BAT trades at a 
hefty discount to the sum of its 
parts. Split the two sides and share- 
holders should have oodles of addi- 
tional value to look forward to. 

So for so good. Yet a demerger 
does not require a deal with Zurich. 
To Tpakg the merger stack up, BAT 
must also credibly show that Zurich 
is the best partner - both for its US 
and its UK insurance businesses. 
And since they are vtay different, 
this is tricky. True, there should be 
some value created from combining 
Zurich’s and BAT’S businesses in 
the US; although ther e is not much 
overlap, it should be possible to 
make more money by selling, say, 
Zorich's fund manag ement products 
through BATs distribution net- 
work. On its own, such a combina- 
tion might pass muster. 

Bat what about the UK. where 
BAT has V-agle Star and Allied Dun- 
bar but Zurich is present only in a 
few small niches? It is difficult to 
believe BAT would not be better off 
doing a cost-cutting deal in the 
Royal Sun Alliance mould with one 
or more of its UK competitors. Yes, 
Zurich could probably bring some 
management edge to BAT’S busi- 
nesses. But to make this alone off- 
set the case for a UK merger, BAT 
is going to have to be pretty persua- 
sive about the extent of its own 
incompetence. 


Hong Kong Red Chip' index 
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Climate change 


Whether or not the globe is hot- 
ting up, the rlimate change debate 
certainly is. An immanap haggle is 
taking place before a conference at 
Kyoto in December, when legally 
binding commitments to cut carbon 
dioxide pwiiwanns are supposed to 
be set Japan last week suggested a 
5 per cent cut on 1990 levels over 
the next 10 to 15 years - puny com- 
pared with the European Union’s 
offer of 15 per cent by 2010. But 
consider how much economic 
growth win have occurred In the 
Intervening decades, either tar- 
get looks tough. 

The real key, however, will be the 
US. President Clinton wants a seri- 
ous target But business has spent 
more than S10m in the past Tnnnih 
trying to scare him off a measure 


which, it is claimed, would badly 
hurt growth and jobs. 

Should investors care? Definitely. 
Of course, hyped government love- 
ins rightly invite scepticism- The 
previous agreement at Rio proved a 
joke. And serious attempts to cut 
emissions require painted measures 
such as fuel tax hikes - in return 
for a pay-off which is. by most poli- 
ticians’ standards. Impossibly 
abstract There is also, the problem 
that well-intended increases in an 
individual country’s fuel costs, 
unless remarkably well co-ordi- 
nated internationally, would put its 
industry at a competitive disadvan- 
tage. And why ahonia develop- 
ing world accept anything like the 
same constraints as those on the 
developed world, when their energy 
use per capita is so much lees? • 

AH the same, to expect nothing 
from all the politicians’ talk would 
be too complacent. Local smog and 
traffic congestion already create 
some incentive to act And as 
hard-up governments scrabble for 
revenues, environmentally friendly " 
taxes can be more easily justified. 
Meanwhile, the weight of scientific 
evidence pointing towards a need 
for action - if not absolutely con- 
clusive yet ' becomes ever trickier 
to sweep under the carpet - 
Consider too the vulnerability of 
the oil producers. The world has 
become used to reasonable stability 
in the ofl price. In essence, robust 
growth in production - especially 
outside the Organisation for Petro- 
leum Exporting Countries (Opec) - 
has been mopped up by buoyant 
growth in world demand But the 
balance is notoriously delicate. 
Even quite a small reduction in the 
medium-tenb rate of demand ' 
growth could upset it 
Of course, such dangers need to 
be kept in proportion. The dirtiest 
fuel of all is not oil but coal, which 


would be first in most governments' 
firing' line. And for some oil compa- 
hies the climat e change cloud could 
even have a silver lining, since 
global warming worries would prob- ' 
ably encourage a switch from coal 
towards gas, which many of them 
have, in abundance. 

And anyway, all the politicians' 
promises' really could prove just 
pious guff. What then? Investors 
could still not afford to 'dismiss the 
issue. The danger, with nothing . 
being done, would, be ; mounting 
public concern. That could leave 
the dl majors trapped in the head- 
lights: apparently profiteering from 
the e n v ironm ent's destruction, they 
would be the natural villains erf the 
piece. A distant possibility, perhaps, 
but that way ties the fate of the 
tobacco stocks. 


China Telecom 


Mainland China’s biggest' foray to 
date into international equi ty mar- 
kets - China Telecom (HK)'s flota- 
tion -t looks like kicking off with a 
bang. Not only does the company 
operate ' in .tiie fast-growing mobile 
communications, industry, but. by 
lining up as core investors same of 
Wring Kang's, biggest businessmen, 
like Li Ka-Shmg, Beijing has gained 
priiinrcrmiiinte ghPUid pull in' 
retail investors. Add the possibility 
that the. tAipnnms ministry , may 
inject more mobile assets into the 
“red chip" at some future date, and 
the $3bh to $4hn sale is virtually 
guaranteed a good start. 

The only fly in the ointment is 
valuation. At the top of the pricing ! 
range, China Telecord would fetch a 
multiple of 26 times next year’s 
earnings. That might not seem 
excessive, given that earnings could 
grow by 25 per cent A year . com- 
pound for the following three yeans. 
The snag Is that growth-wflftail off 
after that Already nearly 3 per cent 
of the population , have mobile 
phones in the provinces, where 
Hhtna Telecom operates. Moreover, 
with the average customer, spend- 
ing $700 a year - an astonishing 63 
per emit of average income - there 
must be doubts about how many- 
more people can afford mobile 
phones ' unless prices ' fall substan- 
tially. Of course, some people in 
China are much-richer than others. 
But that only reinforces the impres- 
sion that, once the -privileged few 
are hooked up, growth will be 
harder to come by. Far investors, 
the best strategy is probably to buy 
shares in the flotation and sell soon 
after. !'• 


The largest buyouts in Continental Europe 
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Geberit 


Impress Metal Packaging 



What do they have in common? 


Price Waterhouse 
Transaction Services Group 


- the advisors of choice 
for large or complex transactions 


Price ffhterhouse m 


Price Waterhouse Transaction Services Group 
No. 1 London Bridge, London SE i 9QL. Tel: 0 1 7 1 939 4245. Fax: 0171 939 4907 


Price Waterhouse is authorised by the Institute of Chartered Accountants in England and Wales to cany 

investment business. ' . 
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INSIDE 


S Africa in grip 
of takeover fever 

With bullion prices at 
12-year lows and gold 
producers battling to 
contain costs at ageing 
mines. South Africa's 
once- powerful mining 
houses are gripped by 
takeover fever. The 
merger announced last 
week of Gold Fields 
^ and Gencor is the 
surest sign yet that a 
new generation of min- 
ing executives, including Gencor chairman 
Brian Gilbertson (above), is set on changing the 
profile of the industry. Page 24 

INTERNATIONAL EQUITIES 

Tide turns for east German IPOs 

Could east German companies become the new 
high-growth darlings of the country's stock 
markets? Judging by the impressive debut this 
month of Sachsenring. an automotive compo- 
nents and systems supplier from Saxony, the 
answer may be a cautious yes. Page 26 

MARKETS THIS WEEK 
New York 

Thursday's consumer price inflation figures are 
likely to dominate both bond and equity mar- 
kets in the US. Page 27 

London 

UK markets will spend the week trying to settle 
down after the turbulence caused by last week’s 
international developments. Page 27 

Tokyo 

Bond yields are likely to remain at record lows 
and equities sluggish following admissions by 
officials about the economy's weakness. Page 27 

Paris 

The CAC 40 index was back under 3,000 on 
Friday following last week's negative news, but 
still within reach of the 3.094 record touched on 
October 3. Page 27 

CURRENCIES 

Lively week tor forex dealers 

Foreign exchange deal- 
D- marie ers should have a lively 

n*. a week - certainly when 

, US trading resumes 

_ ____ after today’s Columbus 

1 70 ~~ " Day break. The mar- 

i.75 kets want to know if 

t an — iast week's German 

ias SpE rate rise was the first 

,^0 . ■ W ■ ■ . of many or the last 

Jim 1887 oct until next year. How 
sour*. am amaw cY strong Germany s 

recovery is wifi be clar- 
ified by August retail sales data and Ifo’s survey 
of the business climate for September. Page 27 
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COMMODITIES 

Oil traders look to the Middle East 

Oil traders will be looking to see if the volatility 
that has marked world petroleum markets over 
the past few weeks is about to ease, or whether 
a new wave of speculative buying may be in the 
offing. Page 27 

EMERGING MARKETS 

Brake on sub-Saharan exchanges 

Changes in the weather, political instability and 
profit-taking have combined to act as a brake on 
the advances made by sub-Saharan Africa's 
stock exchanges in the past two years. Page 28 

FT GUIDE TO THE WEEK 
- full listings Page 42 

PACIFIC TALKS 

e Leaders of South 
Pacific Forum 
countries will meet 
Japanese prime 
minister Ryutaro 
Hashimoto in Tokyo 
today and tomorrow. 
The meeting is the first 
summit between Japan 
and the 16 South Pacific Forum members, and 
reflects Japan's push for greater involvement in 
regional affairs. 

PHYSICS AND CHEMISTRY NOBEL PRIZE 
The winner of the 1997 Physics and Chemistry 
Nobel Prize will be announced on Wednesday by 
the Royal Swedish Academy of Sciences. 
BALTIC EXCHANGE 

German foreign minister Klaus Kink el meets 
Baltic foreign ministers in Riga on Friday for 
talks on European Union expansion, security 
issues and regional cooperation. 
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China Telecom to lift listing price 


By John Ridding in Hong Kong 

China Telecom is to raise the 
price of shares in its forthcom- 
ing Hong Kong listing, taking 
potential proceeds from the 
territory’s biggest initial pub- 
lic offering to more than 
US$4bn. 

Investment banking sources 
in Hong Kong said the decision 
reflected the strength of 
demand for the China-backed 
issue, which has seen shares 
in the grey market trade at 
about HK£20. 

This compares with an ini- 
tial range of HK37.75 to HKS10. 
and the new range of HKS9.50 
to HKS12.60. 

The increase si gnals confi- 
dence that the offering, which 
starts today in Hong Kong, 
will not be affected by a recent 


BOC-led 
consortium 
wins $lbn 
Mexican 
contract 


By Andrew Edged iffe-Johnson 
in London 

A consortium led by BOC, the 
UK-based industrial gases 
group, has been awarded a 
Slbn contract to build the 
world's largest nitrogen gen- 
eration complex. 

The contract from the explo- 
ration and production aim of 
Fetroleos Mexicanos (Pemex), 
the Mexican national oil com- 
pany, is the biggest ever won 
by the group. 

Each of the four air separa- 
tion units planned for the site 
near Ciudad del Carmen, In 
the Mexican state of Cam- 
peche, will be larger than any 
built before. 

Seifi Ghasemi, president of 
BOC Gases In the US, said yes- 
terday that the capital cost of 
the project would be Slim, but 
that Use revenues for nitrogen 
supplied over the next IS 
years would be “much more 
than titan”. 

The consortium, in which 
BOC has a 30 per cent stake, 
includes Marubeni, the Japa- 
nese trading company, West- 
coast Energy from Canada, the 
German engineer Linde, and 
ICA Fluor Daniel from Mexico. 

Its bid is thougbt to have 
been within S per cent of those 
submitted by its rivals. 

One of the two defeated 
groups is believed to have 
reserved its right to challenge 
Pemex’s choice of contractor. 
One rival consortium included 
Shell Oil, Air Products and 
Chemicals, Enron, Itochu and 
Mitsui. The other comprised 
Bufete Industrial, Dresser 
Industries, Praxair, L'Alr 
Liquide, Marathon Oil and ' 
Nova Gas International 

BOCTs project financing will 
Involve between 20 per cent 
and 30 per cent of equity fin- 
ancing, with the rest funded 
by non-recourse debt. Mr 
Ghasemi said: “We are 
looking to several sources. 
One is the capital markets; 
another is through some or 
the financing agencies of the 
Mexican government 

“Several banks have 
approached ns. With the state 
of the Mexican economy, lots 
of people are very keen to help 
os with financing, “ he said. 

The consortium intends to 
complete the initial units in 
the first half of 2000, and to 
have all the units functioning 
by the end of the same year. 

The facilities will include 
400 MW of electrical generat- 
ing capacity, nitrogen generat- 
ing facilities and pipelines. 
BOC hopes eventually to gen- 
erate further revenue from 
selling excess power to 
Mexico’s electricity grid. 

Mr Ghasemi said the win- 
ning bid included a unique 
design of air distillation plant. 
With a capacity of 1.2bn cu ft 
a day, the units will supply 
high pressure nitrogen 
through about 50km of 
onshore and offshore pipe- 
lines. By injecting this into its 
oil fields in the Gulf of 
Mexico’s Campeche Sound, 
Pemex hopes to increase the 
yield by about 20 per cent. 

Danny Rosenkranz, BOC's 
chief executive, said the 
award of the contract reflected 
the company’s “increasing 
ability to work with partners 
to provide the best solutions 
for complex projects of this 
magnitude.*' Mr Ghasemi said 
BOC was not currently bid- 
ding for other projects of the 
same size. But he added: “The 
fact that we can beat the likes 
of Shell and Enron is a great 
boost for the morale of our 
people in BOC." 


Demand could push proceeds over $4bn 


reluctance towards China- 
backed shares and broader 
weakness in the stock market. 

Indices measuring the per- 
formance of red chips (Hong 
Kong arms of mainland busi- 
nesses) and H -shares (Hong 
Kong listings of state enter- 
prises) fell sharply last week. 
On Thursday, the last day of 
trading before a bank holiday 
weekend, the red chip index 
fell 7.6 per cent, while the 
H-share index dropped 6 per 
cent 

Investment analysts attri- 
bute the downturn to several 
factors, including fears of a 
rise in US interest rates, a 
more selective approach by 


Investors, and preparations for 
the China Telecom issue. “We 
have seen some evidence of 
people withdrawing funds to 
cover subscriptions for China 
Telecom,” said one broker at a 
Hong Kang investment bank. 

Most analysts predict strong 
demand for China Telecom, 
because it is the only way for- 
eign investors can gain access 
to the mainland telecoms, and 
the issue has the backing of 
China's Ministry of Post and 
Telecommunications. 

Previous red chip IPOs have 
been heavily subscribed, so 
Hong Kong's monetary author- 
ities are set to increase 
liquidity in the money markets 


to offset pressure on the bank- 
ing system from the issue. The 
response to the China Telecom 
issue is seen as an important 
test of demand for Chinese 
industrial assets. 

Beijing will be watching 
closely, after signalling that 
the raising of funds in Hong 
Kong will play an important 
part in its strategy of indus- 
trial restructuring. 

After the China Telecom 
Issue, attention will shift to 
the listing of CNAC. the com- 
mercial arm of China's avia- 
tion regulator. 

Goldman Sachs recently said 
it could identify at least 10 
H-share listing candidates 


which could raise more than 
US$2 bn in Hong Kong over the 
next three to six months. The 
Investment hank also pre- 
dicted a strong flow of red-chip 
listings. 

Under the terms of the issue,' 
which is being co-ordinated by 
Goldman Sachs and China 
International Capital Corpora- 
tion, the Ministry of Post and 
Telecommunications is to sell 
about a quarter of China Tele- 
com's enlarged share capltaL 

Several strategic industrial 
Investors from Hong Kong and 
the mainland will hold a com- 
bined stake of Just under 10 
per cent Funds from the issue 
will be used to expand C hina 
Telecom's operations. 

Editorial Comment, Page 19 
Lex, Page 20 


Retirement of chairman Sir William Purves triggers 19 job changes 

HSBC shuffles 
senior staff in 
global shake-up 


By Peter John in London 

HSBC, the world's largest 
banking group, yesterday 
announced sweeping changes 
among senior management. 

The group, which owns 
Hongkong Bank in China and 
the Midland Bank in the UK, 
announced 19 senior job 
changes. 

The moves have been 
sparked by the decision of Sir 
William Purves, group chair- 
man, to retire after 42 years 
and hand over to John Bond, 
group chief executive. The 
changes include a reshuffle of 
almost a third of the board. 

Sir William became chair- 
man of the Hongkong and 
Shanghai Banking Corporation 
in 1986 and of HSBC Holdings 
when it was set up in 
1991. 

He has presided over the 








John Bond will become HSBC 
chairman pw«e Tmc Kmvhw 


transformation of HSBC into a 
London-based global conglom- 
erate with 130,000 staff. The 
company has had double-di gi t 
rises in annual profits in the 
past five years. The share price 
has grown from 350p in 1992 to 
£24 earlier this year. 

Mr Bond, who will take over 
after the annual meeting in 
May 1998. has been on the 
board for nine years. He will 
become chairman of Midland 
on January 1, and assume the 
chairmanship of the British 
Bank of the Middle East two 
months later. 

Keith Whitson, current chief 
executive of Midland, will 
become HSBC group chief 
executive designate, and Bill 
Dalton, president and chief 
executive of HongkongBank 
Canada, will take over Mr 
Whitson's role at Midland and 
move on to the board. Youssef 
Nasr, Mr Dalton's deputy, will 
take over as president and 
chief executive in Canada. 

In the investment banking 
arm - which includes the 
stockbroker James Capel and 
the Samuel Montagu merchant 
bank - Stephen Green, group 
treasurer, will become chair- 
man and executive director, 
taking over from Bernard 
Asher. Iain Stewart, responsi- 
ble for group market risk, 
becomes group treasurer. 

In Hong Kong, David Eldon, 
chief executive of Hongkong- 




Keith Whitson, current chief executive at Midland Bank, will 
become HSBC group chief executive designate name Timor Humphries 


Bank, will become chairman of 
Hang Seng Bank. He replaces 
Dr Q W Lee. Aman Mehta will 
become general manager inter- 
national for HongkongBank 
and Andrew Dixon will leave 
that job to become deputy 
chairman of the British Bank 
of the Middle East in Dubai. 

Kenneth Ng will replace 
Richard Bennett as Hongkong- 
Bank's bead of legal and com- 
pliance. Mr Bennett will 


replace Chalmers Carr as 
group legal adviser. 

Malcolm Burnett, chief oper- 
ating officer for New York- 
based Marine Midland, will 
succeed Jim Cleave as chief 
executive of HSBC Americas 
and president and chief execu- 
tive of Marine Midland. Under 
him, Robert Engel is appointed 
chief banking officer and Rob- 
ert Muth chief administrative 
officer. 


stake 
priced at 
DM33.30 


By Frederick StOdemann 
in Berfin 

RpnbB handling the disposal of 
the German government’s 
remaining stake in Lufthansa, 
the national airline, yesterday 
priced the issue of 143m shares 
at DM33.30. The price for 
shares with a nominal value of 
DM5 suggests the total offering 
will raise about DM4. 7bn 
($2.6bn). 

JDresdner Kleinwort Benson 
and SBC Warburg Dillon Read, 
toe co-leading said toe 

issue was more than two times 
subscribed, reflecting “strong 
national and international 
interest". The issue price, 
which was at the lower end of 
analysts' expectations, is 50 
pfennigs below Lufthansa’s 
closing price on Friday. 

In line with government 
wishes to use toe offering to 
boost equity ownership in Ger- 
many, more than half the 
shares will go to private inves- 
tors. Those private investors 
Who Ordered a tnlnhnmn of 100 
shares before October 2 will be 
offered a discount of DM1 a 
share. 

The offering, which is the 
largest in Germany since last 
year’s partial privatisation of 
Deutsche Telekom, amounts to 
37.5 per cent of Lufthansa’s 
shares. This comprises a 35.68 
per cent stake previously 
owned directly by the federal 
government arid L77 per cent 
held since the- 1950s by the 
state-owned Credit Agency for 
Reconstruction (KfW). 

The share issue marfca the 
final stage in Lufthansa’s pri- 
vatisation. J Organ Weber, 
chairman, said the share issue 
would be a psychological 
marker for the company which 
has in recent years battled to- 
raise its competitiveness and 
reduce costs in the face of 
growing competition, espe- 
cially on domestic routes 
within Germany. 

Mr Weber has forecast that 
pre-tax earnings this year 
would be the highest in the 
company’s history. 

Last year, the federal gov- 
ernment earned DM2 JLbn when 
it “parked” its Lufthansa stake 
with the KfW to enable Bonn 
to indude part of the proceeds 
from the sale in the 1996 finan- 
cial year. Yesterday’s issue 
price suggests the federal gov- 
ernment will receive DMibn 
more than the DMl^bn envis- 
aged in the 1997 budget for the 
Lufthansa disposal. 


LIG poised to 
sell condoms in 
Japanese market 

Planned joint venture aims to 
make Durex leading global brand 








By Roger Taylor in London 

London International Group is 
in the final stage of negotia- 
tions to launch the first Durex 
branded condoms in Japan. An 
announcement is expected this 
week. 

Nick Hodges, chief execu- 
tive. said the move into Japan, 
by a joint venture with 
Okamoto, Japan's leading con- 
dom company, was an impor- 
tant step in his ambition to 
make Durex the first global 
brand in contraception. 

LIG has so far invested 
about £120m <$194mj Ln its 
attempts to turn Durex into 
what it hopes will become the 
Coca-Cola of contraception. 

Japan is tbe world's most 
valuable condom market 
because ora] contraceptives 
are banned. It has the highest 
rate of use. at 8.9 units per 
head a year, and accounts for 
14 per cent of world sales. 

S2r Hodges said the company 
was also looking closely at 
China, which accounts for 
3 per cent of the world market. 
He acknowledged that a joint 
venture with the state produc- 
ers would provide the easiest 
route into the market 

These are the latest steps by 
the world's largest condom 
company to increase its mar- 
ket share. 

After three years of restruct- 
uring which brought tbe com- 
pany back from the brink of 
financial collapse, earnings 
growth is slowing and the 
company needs to increase 
sales. 


That is a challenge in the 
sluggish condom market Sales 
are growing by only 2-3 per 
cent a year. 

But Mr Hodges said he aims 
to produce 10 per cent sales 
growth by geographic expan- 
sion, better marketing and 
technological innovation. 

The main innovation is 
Avanti, a new polyurethane 
condom, which the company 
claims is thinner but stronger 
than traditional latex prod- 
ucts. Launched in the UK last 
month, it is now being intro- 
duced across the rest of 
Europe. That is the product 
the company plans to launch 
in Japan. 

LIG has also been buying 
market share in other areas. 
During the last two years, it 
has acquired the leading con- 
dom brands in Spain, Malaysia 
and Indonesia, and is now 
bringing them together under 
the Durex name. 

In tbe US. where LIG comes 
a poor second to the market 
leading Trojan brand, made by 
Carter Wallace. LIG has united , 
tbe company’s diverse brands, , 
such as Sheik and Ramses, 
under the Durex name. Mr 
Hodges said the company 
planned a marketing drive 
next year with the aim of 
increasing LJG’s market share 
from 20 per cent to between 25 
and 30 per cent. 

Mr Hodges said the higher 
level of investment would 
affect margins in the short 
term. Less certain is whether 
it will produce the desired 
sales in the long term. 



Jermyn Street quality at affordable prices 
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COMPANIES AND FINANCE 


Th e Swiss insurer’s merger with BAT’s insurance unit reaffirms its US commitment 

Zurich extends the limits of its vision 


By Christopher Adams in 
London and John Authers 
in New York 


A merger between Zurich 
and BAT’s insurance arm 
would bring some of the best 
known retail finance brands 
in the US within the mwn o 
group, reaffirming the Swiss 
company's commitment to 
that country’s rapidly 
expanding financial services 
market. 

Under Mr Rolf HGppi, its 
chief executive, Zurich has 
recently built up its US fund 
management capacity. Zur- 
ich paid $2bn (£ 1 . 2 bn) for the 
Chicago-based Kemper 
Group, which includes insur- 
ance and fund management 
interests, at the beginning of 


last year, and then bought 
Scudder, Stevens & Clark, a 
New York fund manager, for 
$i-67bn earlier this year. 

Scudder and Kemper have 
$82.6bn in mutual fund 
assets between them, and 
$197.2bn in total assets, 
ra nki n g the new company in 
the top ten US mutual fund 
companies. 

Those two acquisitions fit- 
ted with Mr Hfippi's vision 
of turning Zurich into a 
global asset management 
group, a strategy driven by 
the vision that insurance 
has ceased to be simply 
about transferring risk or 
saving for old age. ’’Custom- 
ers are getting more sophis- 
ticated and want greater 
transparency in terms of 


what life assurance costs 
and the investment return 
they are getting, ** says 
Erwin Kradolfer, head of 
investor relations at Zurich. 
“From that derives the dear 
need to have a world class 
asset management busi- 
ness.” 

A link with BAT would 
add Fanners inniraiw the 
third largest personal lines 
general insurer in the coun- 
try with almost 5 per cent of 
the market, to the fluid man- 
agement business and pro- 
vide a new source of distri- 
bution. Farmers recently 
started to build a life insur- 
ance business, offering 
retirement annuities. 

By joining forces in the 
UK with Allied Dunbar and 


Eagle Star, Zurich will also 
add significant volumes to 
its life assurance in the UK, 

under lining its co mmitmen t. 

to this business where it 
sees good potential for 
strong earnings growth. Zur- 
ich earned only 6 per cent of 
last year's premiums from 
the UK, where its presence 
in life assurance is tiny 
a combination of diminish- 
ing social security benefits 
and a long established free 
market offer the private sec- 
tor enormous opportunities. 

The sales forces erf BAT’S 
Allied Dunbar's subsidiary 
markets sophisticated unit- 
linked products which Zur- 
ich wants to develop, while 
Threadneedle, the UK 
group’s fund management 


arm, boasts additional exper- 
tise 

A merger will also present 
challenges. In the UK non- 
life market, Zurich would be 
exposed through Eagle Star 
to the fierce competition 
that has dogged UK motor 


insurance. 

It is thought that one rea- 
son why talks between Com- 
mercial Union and BAT 
foundered last year was 
because of concerns CU had 
about Eagle Star. It is not 
highly rated by analysts 
because (rf problems arising 
f rom mortgage indemnity in 
recent years and constant 
management changes. Some 
fear Zurich could end up 
over-paying. 

However, Zurich has built 


up a reputation for exploit- 
ing specialist areas of insur- 
ance and Eagle Star has a 
large employers’ liability 
book of business. This could 
fit well with Zurich Munici- 
pal, the UK division of Zur- 
ich that services employees 
of local authorities. 

Despite its overseas expan- 
sion, Zurich still derives just 
over a quarter of its insur- 
ance revenues from the 
Swiss market, where deregu- 
lation. and increased compe- 
tition have yet to put mar- 
gins under real pressure. 
While companies have been 
experimenting with new 
sales channels that offer 
cheaper products, customers 

still tend to buy through 
local agents. 


Battle is fought 
between giants 


How Zurich and BAT measure up 


Market capitalisation of European insurers 

Oor-nacv SZl.'dC" 


By Christopher Adams, 
Insurance Correspondent 


A merger between the two 
groups would once again 
raise the critical mass 
threshold in European 
insurance. 

There bas scarcely been 
time to pause for breath 
between the corporate deals 
that have begun to reshape 
insurance markets in the 
UK, Germany, France and 
Switzerland. 

The drive to create finan- 
cial services groups feeding 
a wide range of investment 
needs across a broad geo- 
graphical base and at the 
same time cut costs in those 
areas that have become 
fiercely competitive, is 
spawning giants. 

At the heart of the 
restructuring are several 
common threads. 

First, the ability of insur- 
ers to defend their own tra- 


ditional strongholds from 
new entrants like banks is 
weakening. Banks and 
insurers are competing for 
the same customers and 
pressure is growing on 
insurers to reduce the costs 
of selling through networks 
of local sales forces that are 
expensive to service. 

Insurance is no longer 
purely about underwriting 
risk. Nor is it just offering a 
simple savings plan to keep 
them in retirement. Custom- 
ers are demanding more 
sophisticated products and 
higher returns, requiring 
skills that rang* from insur- 
ance through to banking 
and asset management 

Many insurers are seeking 
to exploit the over-the- 
counter distribution of 
banks. This has led directly 
to tiie acquisition of Winter- 
thur by Credit Snisse in 
August and the merger of 
SE-Banken with Trygg 
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ITaiKH. 

Second, competition in 
Insurance markets across 
Europe has intensified since 
the EU introduced directives 
three years ago to speed 
deregulation. 

In non-life insurance, 
especially, premium rates 
have been tumbling and the 
more innovative have estab- 
lished “direct" writing busi- 
nesses that offer motor and 
household cover over the 
telephone or by post. Prices 

Nowhere has competition 


in non-life been more fierce 
than in Britain, where a 
severe squeeze on margins 
and stagnant growth in pre- 
mium inwMnA hag s purre d 8 
search for economies of 
scale. The merger of Royal 
TBaiwmM and Sun AUbmre 
In 1996 centred on the needs 
of both to cut costs. 

Third, a strong presence 
in life assurance is becom- 
ing, imperative. The social 
security systems on -which 
people have traditionally 
depended for pensions and 


other benefits are beginning 
to crumble. 

The demographic shift 
towards an older generation 
means that within a few 
years governments will not 
be able to cope and the pri- 
vate sector win be the main 
source of retirement income 
for many people. 

The restructuring has 
been fuelled by the disman- 
tling erf state-owned monol- 
iths. In France, particularly, 
the transformation of the 
insurance industry has been 


Demerger finds warm welcome as smoke clears 


By Christopher 
Brown-Humas 


Ever since the late Sir James 
Goldsmith’s abortive £13bn 
(S2ibn) hid for BAT In 1989. 
investors have increasingly 
asked one question: why 
does BAT have tobacco and 
financial services under the 
same roof? 

Sir James argued passion- 
ately that it made sense to 
unbundle the two; BAT, 
which disagreed at the time, 
seems finally to have come 
round to his way of think- 


ing. 

Having sought a link-up 
with Commercial Union last 
year, it now plans to merge 
its financial services activi- 


ties with Zurich, the Swiss 
financial services group, 
while demerging those 
operations from its tobacco 
side. 

Trevor Moss, insurance 
analyst at Robert Fleming. 
commented: “Sir James has 
probably been proved right. 
The group structure is daft 
what point is there having 
tobacco and financial ser- 
vices together?” 

For a long time, BAT 
argued its structure allowed 
cash flow from the mature 
tobacco businesses to fund 
expansion of financial ser- 
vices where growth pros- 
pects were healthier. 

But that argument became 
harder to sustain as unex- 


pected opportunities for 
tobacco expansion opened up 
with the collapse of commu- 
nism in the late 1980s and 
early 1990s. 

For many analysts the 
question became not if. but 
when BAT would hive finan- 
cial services off, either 
through a separate listing or 
by a merger with a partner. 
This uncertainty, at least, is 
over. 

BAT alms to merge its 
British American Financial 
Services unit with Zurich. 
BAFS houses Eagle Star, the 
lowly rated UK general 
insurer; Allied Dunbar, the 
life assurer specialising in 
unit-linked policies; 
Threadneedle Asset Manage- 


ment; and Farmers in the 
US. 

Last year BAFS achieved a 
£ 1 . 18 bn trading profit (before 
a £160m charge for US envi- 
ronmental run-off claims at 
Eagle Star) on premium 
income, including the Farm- 
ers exchanges, of about 
ElObn. 

Analysts yesterday wel- 
comed the talks with Zurich, 
saying a deal would create 
shareholder value by show- 
ing BAT to be undervalued 
relative to the sum of Its 
parts. They valued financial 
services at about £llbn of 
BAT’s £17bn stock market 
capitalisation . ‘That clearly 
undervalues the tobacco side 
at £6bn," said Mr Moss. He 


suggested this put tobacco 
on a price naming s multiple 
of about six times, much 
lower than comparable US 
tobacco companies, despite 
uncertainties over the out- 
come of a possible $368bn 
settlement of all outstanding 
tobacco litigation in the US. 

Analysts believe Zurich is 
mainly interested in acquir- 
ing Farmers. ‘Tanners is a 
pearl that many other multi- 
nationals would like to get 
hold of.” said Trevor Patch, 
European insurance analyst 
at Robert Fleming. 

In the UK, Eagle Star 
would benefit from an injec- 
tion of Zurich’s management 
expertise, some analysts 
argued. But others were 


sceptical, saying BAT would 
have done better to merge 
with another UK composite 
to achieve the sort of econo 1 
mies of scale which Royal 
and Sun Alliance have 
gained through their £6bn 
merger. 

Despite this, analysts 
believe BAT may have 
reached a turning point in 
its fortunes after five years 
of huge share price under- 
performance. Mr Moss 
mused: "Within the next few 
months we could have a set- 
tlement of US tobacco litiga- 
tion, a demerger, and the 
abolition of Advance Corpo- 
ration Tax in the UK, which 
also benefits BAT. It's a per- 
fect scenario." 
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CHICAGO 

NBD 


13ch October 1997 


The following London business units of 
First Chicago NTBD Corporation 


The First National Bank of Chicago, London Branch 
First Chicago Limited 

First Chicago Capital Markets Inc., London Branch 
First Chicago Futures Inc., London Branch 


are moving to new headquarters 
for the Europe, Middle East & Africa region: 


1 Triton Square 
London NW1 3FN 


Telephone: (44 171) 388 3456 
Fax: (44 171) 388 4747 


comfort factor.-** 


AfestMbws 
Craft Usna&i 

TimUo Natngaoon tVerruurta/ Ltd 


Fust Chicago Clearing Centre will continue to be located at the City Office, 
27 Leadenhall Street, London EC3A 1AA 
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terms are lor opening international credit 
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Inlemabonal Risk and Payment Review helps us 
decide on which payment methods to adopt. 
And then if "the cheque's been in the post’ for 
weeks. we'R use D&B'S cross border Collection 
Services to collect ■ they're a dedicated 
resource and we never have to use them twee 
on the same account. I He the continuity ot 
service from start to flntsh." 
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Kingfisher to 
suspend But 
takeover talks 


By Peggy HdSnger and 

Andrew Jack in Paris 


rapid. Axa acquired its 
recently privatised rival 
UAP last year and the immi- 
nent sale of Gan has already 
generated a surge of interest 
from potential buyers. 

In addition, with the 
planned introduction of 
monetary union in Europe 
less than two years away, 
companies are weighing the 
advantages of having a 
strong presence in several 
European markets and offer- 
ing products that can be 
compared instantly. 


Kingfisher will today 
announce, .that it has 
suspended discussions on a 
possible gras™ ($362m) take- 
over of But, the leading 
French electricals and furni- 
ture retailer in which it bas 
a 28 per cent stake. 

Although the UK company 
is not expected to rule out 
an eventual bid, a takeover 
any time in the ne ar fhture 
now appears less likely. 

Kingfisher is understood 
an Friday to have abandoned 
taiirg with Michel Ventixrixu, 
But's chairman and Chief 
executive, on the purchase 
of the 30 per cent stake held 
by his family. 

The company said in July, 
when it was forced by mar- 
ket speculation to reveal the 
talks, that if it bought the 
Venturini shares it would 
consider a bid for the 
remaining 44 per cent How- 
ever, it said it would not bid 
at more than FFr300 ($50) 
per share. The shares which 
have jumped almost 9 per 
cent in the last month, 
closed steady on Friday at 
FFr293. 

Kin gfish er, which OWHS 
tire Comet Woolworths and 
B&Q chains In the UK, has 
made no secret of its global 
ambitions. The group 
already has a strong pres- 


ence in France through 
Darty. the country’s leading 
electrical goods chain which 
it bought in 1993 for £560ta. 

Geoff Mulcahy, chief exec- 
utive, is keen to build a sub- 
stantial presence in conti- 
nental Europe. He has 
argued that this would give 
the group a strong profits 
base from which to expand 
in the emerg in g markets of 
south-east Asia. 

However, Kingfisher 
appears to have' decided that 
it is an inappropriate time 
for further expansion in the 
weak French economy. 

Darty has struggled to 
improve sales and profit in 
the face of weak consumer 
d emand and fierce competi- 
tion, although it has 
increased mar ket share; and 
But is not generating profits 
from its electricals business, 
which is more price led and 
downmarket than Darty's. 
Returns of £Llm on sales of 
£Libn last year were almost 
entirely due to the furniture 
business, the second largest 
in France. 

Nevertheless. Kingfisher is 
unlikely to abandon com- 
pletely its ambition to bid 
for But Brokers Henderson 
Crostb waite estimate that 
the company could boost But 
profits by as much as css™ 
as a result of Integrating its 
systems and distribution 
with Darty. 


Harrisons to 
sell Harcros 


By Andrew 
EdgecSffe-Johnson 


Harrisons & Cros field, the 
conglomerate, is expected to 
announce today that it has 
agreed to sell its Harcros 
builders' merchant business 
to Meyer International for an 
atnoimt in excess of .£300m 
($483m). " Jrr 

The deal will make Meyer 
toe country’s largest build- 
ers’ merchant, with a market 
share of about 20 per cent, 
and is a significant move in 
a long-forecast consolidation 
of the industry. 

Meyer, which already 
owns the Jewson chain, is 
also likely to announce that 
it will fund, up to £100m of 
the sum through a rights 
issue. The company cur- 
rently has a market value of 
£560m. 

The announcement will 
surprise analysts who had 
mooted a price of between 
£25Qm-£265m, and will come 


as a blow to Wolseley and 
Travis Merchant, toe rival 
building materials groups 
Who submitted competing 
offers. • ■ 

Harrisons and Meyer have 
still to agree the final terms, 
but Harcros is expected to 
enhance . Meyer’s earnings 
per_ share from toe first foil 
year of owfietshifr 
Meyer was debt-free on 
March 31. 'the last date for 
which figures are available, 
but the company is expected 
to take on more than £200m 
of bank funding for toe Har- 
cros purchase. 

The consideration is expec- 
ted to include a large 
amount of goodwill. 

Relatively few of Meyer’s 
200 Jewson stores overlap 
with toe 211-strong Harcros 
chain, but some closures are 
expected, as are some job 
losses. 

The combination will also 
improve Meyer’s national 
coverage. 
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COMPANIES AND FINANCE 


Waterstone alters WH Smith proposal Warning sends 

S±ir^ proposals relating to Daisy & involve cutting the proposed equal the amount invested — '"^1”' Ta 7'”.' W/ QGTA CnQrPC 

“ 0W *^ K,oftn9OT ' recently opened cash payment to sharehold- in the store by Mr Water- : / . . ▼ T ^.VjiV ollill 


ByAndrew 
Edgo cBffp -Johnson 

Tim Waterstone has revised 
his proposals to restructure 
WH Smith, opening the doer 
for renewed discussions with 
the ^troubled news and book 


Mr Waterstone is believed 
to have decided, to reduce 
the scale of his planned «»th 
handout to. shareholders, 
after institutional investors 
expressed, concern about its 
impa ct - on WH Smith’s 
future debt levels. 

He is also expected to alter 

Neste is 
aided by 
calmer 
oil prices 

By Thn But m Stodkholin 

Neste, Finland’s - - largest 
industrial group, said 
reduced volatility in erode 
oil prices had underpinned a 
sharp increase in profits in 
the first eight months of the 
year. 

The company — which is 
exploring an alliance with 
the Finnish state-owned util- 
ity Imatran Volina - saw 
operating: profits Jump from 
FM341m ($64m) to FM1.24bn 
on modestly increased sales 
of FM29.4bn, compared with 
FM27.7bn in the. eight 
months to August. 

Eero Aittola, chief finan- 
cial officer, said the 
improvement had been 
fuelled mainly by the oil 
division, where margins 
rose by about 25 cents to 
$1.66 a barrel, widle prices 
stabilised between $17-320 a 
barrel. 

“The . steep slide of the 
crude oil price during the 
first few months of the year 
came to a halt tn April,” Mr 
Aittola said. N Our upstream 
oil [business] improved its 
performance by a third.” 

Hie oil division contrib- 
uted profits of FM504m, 
compared with a loss of i 
FM8lw last bate. The explo- 
ration and* production busi- 
ness also reported, solid 
growth, up from FM245m to 
FM321m, even though out- 
put, at 32,400 barrels a day, 
was some &5 per ami below 
the 1996 level. 

Mr Aittola co nfi r m ed that 
the planned sale of Neste’s 
stake in Borealis, its petro- 
chemical Joint venture with 
Statoil of Norway, would ' 
lead to a loss on disposal of 
more than FMSOOm. The ! 
previously announced excep- 
tional charge of FM849m : 
reduced headline pre-tax 
profits to FM77m, against J 
FBCSSnu 


proposals relating to Daisy & 
Tom, his recently opened 
childrens store. Shareholders 
bad expressed concern at the 
implied £35m valuation put 
on the embryonic chain by 
the. original plan 

Mr Waterstone's advisers 
would not comment yester- 
day, but a WH Smith spokes- 
man said: If Mr Waterstone 
comes up with a proposal 
which has something new 
and Interesting in it, we will 
-meet him. To date we have 
not received anything from 
him.” 

The new plans may 

T&N set 
to agree 
£1.4bn 
US offer 

By Andrew 
Edgecfiffo-Johnson 

T&N, the UK car parts 
group, is expected to recom- 
mend a revised offer of 
about £L4hn ($225bn) from 
Federal-Mogul of the US , 
later this week, after indica- 
tions that Dana Corporation 
will not be prepared to make 1 
a rival bid. 

Dana, the Ohio-based auto- i 
motive engineer, held taUra 1 
With T&N’s chair man Sir I 
Colin Hope last week, and ! 
had been seen as the only 
credible rival. 

However, it is not now 
expected to be able to put 
together an offer in tune to 
prevent T&N from signing 
an agreed deal with Michi- 
gan-based Federal-Mogul. 

Dick Snell, Federal-Mo- 
gul's Chairman and chief 
executive, originally indi- 
cated he would offer 235p per 
share in cash, or £l-25bn. 
Pressure from T&N’s four 
largest shareholders, who 
control more than 50 per 
cent of the company, has 
forced the price up to 
between 260p-270p. 

The price may reach 270p 
if T&N’s second interim divi- 
dend of 3p per , share is 

■inrhiriflri- 

The figure is at the bottom 
of the 270p-300p range which 
institutional investors have 
claimed the company was 
worth, but the absence of a 
rival bidder may persuade 
them to accept. 

Federal-Mogul Is not 
expected to confirm its for- 
mal offer until the end of the 
week. Neither company 
would comment yesterday. 

Confirmation of the terms 
will turn attention back to 
Federal-Mogul’s financing 
despite the smaller compa- 
ny’s Insistence that it is 
comfortable with its likely 
burden of debt 


Burton to change 
name to Arcadia 


By Andrew 
EdgecGffe-Johnson 

The Burton Group, which 
five months ago announced 
plans to reorganise its retail 
brands and demerge its 
Debenhams stores, is to 
became Arcadia Group. 

John Hoemer, chief execu- 
tive, said: name has a 

clear feel to it that we 
behave is appropriate to our 
future in stores, home shop- 
ping and the Internet - both 
in tite UK and other coun- 
tries - a real ‘arcade* of 
brands," 


A Burton spokesman said 
the rebranding would not 
affiect the individual chains, 
which include Burton Men- 
swear, Dorothy Perkins and 
. Top Shop, and would not 
cost “a material amount”. 

He added that “the cre- 
ation of a new name recog- 
nizes that the company has 
more than just one 
brand. . . it also allows for 
flexibility in all future devel- 
opments.*’ 

The group may also use 
the Arcadia name for store 
loyalty cards. 
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involve cutting the proposed 
cash payment to sharehold- 
ers from 200p per share to 
about 150p. 

This would leave WH 
Smith Newco, In which Mr 
Waterstone proposes giving 
shares to investors, with 
lower debt levels thap the 
original plan’s SO per cent 
gearing, plan. 

Daisy & Tom would be val- 
ued initially at about £9m 
under the revised blueprint, 
but profit-related earn-out 
agreements could raise its 
ultimate value to about 
£3Qm. The £9m figure would 


equal the amount invested 
in the store by Mr Water- 
stone and his backers. 

Richard Handover, WH 
Smith's chief executive, will 
meet some of the group's 

largest shareholders on 

Thursday and Friday to dis- 
cuss their response to Mr 
Waterstone's plans. 

Mr Waterstone still 
intends to sell the Our Price 
chain of music shops and 
WH Smith's US businesses. 

His plans also involve 
rebranding 390 of WH 
Smith's 560 branches as WH 
Smith Metro stares. 




into 9% slide 



mm 




Head to bead: Tim Waterstone (left) and Bichard Handover 


FCM creates institutional unit 


By Jane Martinson, 
Investment Correspondent 

Foreign & Colonial 
Management is to launch a 
dedicated institutional divi- 
sion today at the start of its 
battle to retain one of the 
UK's biggest pension funds. 

The launch marks a strate- 
gic shift for the group, which 
is keen to develop as a global 
business with a strong fran- 
chise in its domestic market. 

It also comes at the start 
of one of the largest beauty 
parades in the fund manage- 
ment industry with the 
£155bn (SS.Tbn) assets held 


by ESN Pension Manage- 
ment Group, the electricity 
industry pension scheme, 
open for competition. 

FCM. which is controlled 
by Germany’s Hypo-Bank, 
paid £53m last year for the 
electricity pensions group in 
a deal which brought a con- 
tract to manage the assets. 

However, from next April 
the 21 companies that are 
members of the Industry 
scheme, including the gener- 
ators and the regional elec- 
tricity companies, are free to 
take on new fond managers. 

Although FCM's institu- 
tional assets now provide 


about 60 per cent of Its £29bo 
funds under management, it 
has traditionally operated 
retail investment trusts and 
emerging market funds. 
Nigel Morecroft, director of 
pensions at the group, said: 
"We want to move away 
from a reputation of being in 
retail and quite good at 
investing in Papua New 
Guinea." 

The new division will offer 
a balanced product which 
invests in a wide range of 
asset types for the first time. 

This will put FCM into 
direct competition with 
some of the UK’s largest 


fund managers. 

However, the group faces 
an uphill struggle without a 
three-year performance 
record. One leading consul- 
tant said: "For businesses 
other than ESN it’s unlikely 
that they will get onto short- 
lists in the next year.” 

Analysts expect FCM to 
retain at least half of the 
electricity business. 

FCM is keen to develop as 
a global business and 
believes its links with Hypo 
Bank, which is soon to 
merge to become one of Ger- 
many's largest banks, will 
help that development. 


By Nikkf Taft In Chicago 

Shares in Waste 
Management International, 
the large US garbage and 
disposal company, may come 
under renewed pressure this 
morning after a 9 per cent 
fall on Friday. The decline 
was a response to a warning 
from Ronald LeMay, the new 
chief executive, that third- 
quarter profits would be 
below expectations. 

Mr LeMay, who was per- 
suaded to join Waste Man- 
agement from the Sprint 
telecommunications group 
earlier this year after the 
garbage haulier came under 
fire from institutional share- 
holders, said third-quarter 
operating results would be 
"essentially flat” compared 
with the third-quarter a year 
ago. 

“This is disappointing 
because we achieved neither 
revenue growth nor 
improved operating mar- 
gins," he said. 

Mr LeMay said Waste 
Management - which also 
has extensive international 
operations - was still 


looking to adjust its cost 
structure and organisation 
in an effort to improve its 
performance. The Chicago- 
based group was examining 
“possible non-operating 
alternatives to the current 
North American solid waste 
operating model," he said. 

It was also reviewing its 
North American operating 
assets and investments to 
determine whether they 
were appropriately valued. 

The company warned that 
these reviews could lead to a 
"material charge to income" 
for the year. 

Waste indicated that earn- 
ings per share in the third 
quarter would fall to about 
38-40 cents (20p), from 49 
cents a year ago (when there 
were some one-off gains 
included) and at least 10 per 
cent below the average of 
analysts' forecasts, at about 
44 cents. 

The news prompted ana- 
lysts to quickly downgrade 
full-year results and sent 
Waste’s shares tumbling on 
Wall Street. At the close on 
Friday they were at $30%, 
down $3%. 
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COMPANIES AND FINANCE 


Bid fever grips South African gold sector 


W ith bullion prices 
at 12-year lows and 
gold producers bat* 
tiing to contain costs at age* 
ing mines, South Africa's 
once powerful mining 
houses are gripped by take- 
over fever. 

The merger announced 
last week between Gold 
Fields and Gencor is the 
surest sign yet that a new 
generation of mining execu- 
tives is set on changing thp 
profile of the country's most 
mature industry. 

The new company to be 
formed from the gold assets 
of Gold fields and Gencor - 
provisionally called Goldco - 
will eclipse Anglo Ameri- 
can’s gold division as the 
world’s biggest producer. 
Advisers to the mining 
houses say it will produce 
about 4m ounces of gold a 
year from mineable reserves 
of some 120m ounces. 

The merger resolves two 
critical questions that have 
prompted a flurry of negotia- 
tions between rival manage- 
ments during the past yean 
What opportunities will 
arise from a restructuring of 
Gold Fields? And what does 
the future hold for Gencor, 
which in July separated its 
base metals operations to 
form Billiton, a new FTSE- 
100 company, leaving only 
its gold and platinum inter- 
ests listed in Johannesburg? 


In the aftermath of the 
split, Brian Gilbertson, 
c hair man of both Gencor 

and Billiton oignaTleri that 

Gencor would seek deals to 
giveit critical mass. In the 
process, it hoped to wipe out 
a discount to net asset value 
in the market price of its 
shares of more than a third. 
Its separation from Billiton 
had left Gencor, in the words 
of one director, “stripped 
down to fighting weight, 
because we see there is fight- 
ing to be done”. 

Gold Fields, which earlier 
this year confirmed its pi«« 
to unravel the labyrinthine 
ownership structure that has 
protected it from predators 
for almost a decade, was a 
logical target Its Driefontein 
and Kloof minog are valued 
at R9-9bn ($2.ibn). compared 
with R2.ibn for Beatrix, Gen- 
cor’s flagship mine. Gold 
Fields also operates Tarkwa, 
a low-cost open-pit deposit in 
flhann hilt tho group lanlca 

strong management. 

The tasks for Mr Gilbert- 
son, who Will be chairman of 
the merged company for at 
least nine months before 
joining Billiton full-time in 
London, include merging the 
underlying gold companies 
into a single listed vehicle 
and abolishing m«wagHTin»w f 
contracts between individual 
mines and Gold Fields’ head 
office. 



Cyril Ramaphosa (left) and Brian Gilbertson 


In e xchan ge, Gencor will 
acquire joint control of Gold 
Fields’ parent, GFSA Hold- 
ings, from Rembrandt, the 
tobacco, mming and luxury 
goods group controlled by 
South Africa's Rupert fam- 
ily. The move follows confir- 
mation earlier thi« year that 
Rembrandt was in taTirs to 
dismantle Asteroid, an 
obscure holding company set 
up in 1988 which is believed 
to be controlled by Gold 
Fields' management 
Asteroid holds 40 per cent 
of GFSA Holdings, but is 
itself owned by Gold Fields' 
underlying companies. 


Unravelling this structure 
will simplify an arrangement 
long regarded as an obstacle 
to improved ratings in the 
Johannesburg market. 

Mr Gilbertson is not Gold 
Fields’ first suitor. JCI, the 
mining house sold by Anglo 
American to black investors 
in November, is keen to 
acquire new ore reserves, 
and just a month ago, New 
Africa Investments, the 
country’s biggest black- 
owned company, was invited 
to bid for Asteroid by 
Johann Rupert, chairman of 
Rembrandt and the architect 
of the restructuring. 


Talks between Cyril Rama- 
phosa, a former leader of the 
National Union of Minework- 
ers who quit politics last 
year to join New Africa, and 
Mr Rupert showed promise 
and shareholders were 
alerted In May that a R2bn 
deal giving New Africa joint 
control of the world’s third- 
largest gold producer was in 
the pipeline. But that pros- 
pect has been scuppered by a 
better offer from Mr Gilbert- 
son, who has spent most of 
the past four months in 
Johannesburg charting a 
new course for Gencor. 

Gencor will combine its 
gold assets with those of 
Gold Fields and pay 10.4 per 
cent above Gold Fields’ 
share price to acquire 100 
per cent of Asteroid. Half 
will be paid in rash to Gold 
Fields’ Driefontein mine in 
exchange for its 60 per cent 
stake in Asteroid. The bal- 
ance will he settled by swap- 
ping Gencor’s direct stake In 
the new gold operation for 
the SO per cent of Asteroid 
held by Gold Fields. 

1 would be very pleased 
and a little surprised if this 
can he done by the new 
year. 1 * Mr Gilbertson says. 

The merged operations 
will combine Gold Fields' 
Driefontein and Kloof mines 
with Gencor's flagship. Bea- 
trix. Subject to shareholder 
approval, the new company 
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INTERNATIONAL NEWS DIGEST 


- which is likely to take up 
the Johannesburg listing of 
one of its biggest mines - 
will bid fear 100 per cent of its 
underlying assets and indi- 
vidual Tnhies will be delisted. 

Anglo American - which 
holds 22 per cent of Gold 
Fields at the operating level 
and a further 8 per cent of 
its underlying mines, and 
counts Cyril Ramaphosa as a 
director of its main board - 
will remain a passive inves- 
tor. 

And New Africa win not 
be left empty handed. Its 30- 
day option to acquire 6-10 
per cent of the combined 
group falls well short of 
expectations, but Mr Rama- 
phosa describes the option 
as “a foothold" in the mining 
sector, which he “had been 
seeking for quite a while”. 

For Rembrandt, the part- 
nership with Gencor prom- 
ises to create a company 
with a market capitalisation 
of $3.Bbn without reducing 
its stake. Mr Rupert, who 
will take over as chairman 
of Gold Fields on October 21, 
has stuck by his pledge not 
to break up the group. 

“There is a perception that 
Gold Fields is an enormous 
dinner waiting to be eaten. 
Gold Fields will take a seal 
at the dinner, it wont be the 
meal,” he says. 


Price Waterhouse 


in Philips deal 


Price Waterhouse, the accountancy firm pl annin g to 
merge with “Bix Six” counterpart Coopers &Lybrand, has 
agreed to take a minority stake in Origin, the global con- 
sulting and information technology subsidiary of Philips, 
the Dutch electronics group. The deal marks a step for- 
ward in PW’s ambffions to create a broadly based profes- 
sional services group transcending the traditional defini- 
tions of accountancy, and consulting. 

It would give the post-merger PW-Coopers a new layer 
of expertise in IT consulting, developing and managin g 
reum pptar systems, and so-called enterprise resource plan- 
ning, which can Hnk manufacturers to suppliers and key 
customers. The size of the stake to be acquired and the 
price to be paid has yet to be decided. The deal is due to 
close by December 31, before the likely completion of the 
FW-Coopers merger, which must be approved by both - 
firms’ partners and be cleared by regulators. But the dose 
Hnk already between the two was underlined by an 1 
endorsement of the deal by Coppe rs’ Ni cholas Moore, 
chairman-designate of the merged firm. 

Philips owns 82 per cent of the former BSO/Qrigin, 
founded 21 years ago, with which it merged its communi- 
cations and processing services division at the start of 
last year. Revenues totalled FI 21>bn ($L27bn) for 1996, 
fv nd operating inwwnfl FT 49m. Merger costs left it with a 
FI 4^m net loss but it expects to be in profit this year. 

Gordon Cramb, Amsterdam and Clay Harris, London 


■ THIRD-QUARTER EARNINGS 

Downturn at Alcan Aluminium 


Alcan Aluminium, the Canadian producer, has reported a 
20 per cent decline in third-quarter net earnings, to 
USSSOm, after a special charge of $30m. Profits for the . 
same period last year were HOlm. Sales for the quarter . 
were US$1 -95bn, down 3 per cent from the second quarter 
but up 5 per cent from a year earlier. 

Analysts ex pected the aluminium manufacturer to 
post slightly higher earnings. Alcan's Canadian,' US and 
European operations posted improved results over last 
year's third quarter, but earnings fell sharply in Latin 
America and the company incurred a loss in Asia because 
of the region’s economic downturn. The $30m charge 
related to the company’s share of construction contract 
losses «nd restructuring provisions at Japan's Nippon. 
Light Metal, in which Alcan holds a 45 per cent stake. ■ 

Scott Morrison, Vancouver 


HEALTH PRODUCT SECTOR 


Dutch acquisition by Fresenius 


Fresenius, the fast-growing German health products 
group, plans to take a 51 per cent stake in NPBI Interna- 
tional, a Dutch European transfusion medicine group. 

The acquisition is the latest by Fresenius. which has 
grown rapidly in Europe and the US. In August it stepped 
up its international expansion with the purchase of the 
European and Canadian home-care business of Caremark 
International, the US group- A letter of intent had been 
signed by both Fresenius and NPBI, Fresenius said. Fre- 
senius reported a more than doubling in net profits in the 
first half of 1997 to DMllfim (*68m). 

Graham Bowley, Frankfurt 


DIGITAL EQUIPMENT 


Brussels drops investigation 


A European C ommissio n investigation into alleged 
breaches of EU competition law by Digital Equipment, the 
US-based computer group, has been dropped, after the 
company agreed to conditions regarding the supply and 
pricing of software and hardware maintenance services. 

The decision came after a two-year examination by 
Brussels of the pricing and business practices of Digital. 
Following negotiations Digital agreed to offer hardware 
maintenance services for Digital systems on a stand-alone 
basis and to introduce a pricing policy for its software 
support services based an a single flat fee. Digital win 
continue to offer a software and hardware combined ser- ! 
vice - a “DSS" package - but agreed that the price would 
not be less than 90 per cent of the sum of the list prices of 
the individual component services. The commission 
judged the 10 per cent difference would allow cost savings 
or other benefits to be passed on to system users while 
ensuring that proper competition was maintained in the 
supply of hardware services. Emma Tucker, Brussels 


NORDIC BANKING 


Merita, Nordbanken ‘plan link * 


Merita, Finland’s leading commercial bank, and Nordban- 
ken of Sweden are planning a Joint venture, according to 
the Helsingin Sanomat newspaper. A report yesterday 
said the merger, which would create the largest banking 
group in the Nordic region, would be announced today, 
after the boards had finalised the details. Merita, refused 
to c o mment on the report, as did the Finnish govern m ent, 
which holds an 8 per cent stake. The Swedish government 
has made clear its intention to sell its controlling stake in 
Nordbanken. Earlier this year merger talks between Nord- 
banken and SE-Bariken, the country’s second-largest, col- 
lapsed after the two groups failed to resolve financial 
details. Agencies, Helsinki 


■ PLEA TO-ENGINEERING UNION 

Siemens calls for flexibility 


Heinrich von Pierer, chief executive of Siemens, yesterday 
urged increased emphasis on shareholder value at the 
German electronics and electrical engineering group as he 
called on unions to support greater work flexibility. Mr 

von Rerer used the group’s 150th anniversary celebra- 
tions in Berlin to tell managers that too few of Sieman’s 
w orldw ide business divisions would provide a sufficient 
return on equity this year. 

Too few groups have reached the new targets," be said. 
Si emens, which has cone under fire from investors for 
not doing enough to raise the company’s value, has 
ad opted a new emphas is on re tur n on equity in an 
attempt to boost shareholder value. Mr von Pierer said 
Siemens Nixdorf, the information dfrisiqn, had 
progress In returning to profitability, but warned ihat ft 
would stDl miss the new financial targets. He urged Ger- 
many’s engineering union to show greater fleadbiHty in its 
demands on wages and working conditions, which he said 
would support employment in Germany. Graham Bowley 


PROMODES BID BATTLE 


Casino accused of disinformation 


The retailer Promod&s, said yesterday it would complain 
to the COB, the French markets watchdog, over “disinfor- 
mation” circulated on Friday by its rival Casino, for 
which it has launched a FFrSlbn ($L27bn) hostile take- 
over. Promodfis said it had only ever counted in its 1996 
figures FFriSOm of sales in France made through its cen- 
tral purchasing operations to Prisunic,the retailer which 
on Friday entered into an alternative partnership with 
Casino. 

Casino had claimed that the figure was FFrfibn - which 
represents the total sales of Prisunic - which it deducted 
from Promodes total of FFrlfl2bn and added to its own of 
FFrl22bn. Casino yesterday maintained that Ite calcula- 
tion was accurate, and claimed that Promodgs had used 

the same technique of including total sales for its other 

retail partners, such as Hyparlo, Andrea Jack, Paris 
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THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Biagden Inds.Lip 

■ JBrit Gov 9 % Treas La. 2008 
*$».•>;■ ; • 

Charter. & 5 p - 

Cook (D-C.) HWgs. L6 Jj- 

Bpws n Grp. S.15p 

Fife In dinar Lip 

Glaxo Wellcome $0.4897" 

Golden Hope Plantations 

MJ0.15 . 

Gotten Grp. 2p 

IMX 5.4p 

Premiere Grp. 3p 

Tate & Lyle ZxxtL 9 % Gtd. 

Bds. 1999 £80 

■ TOMORROW 

Ahbey Natl First Cap. Sub. 
Gtd. PRN. 2003 $30.85 
Australia 9%% Ln. 2012 
£2373 

Capita Gip. o. 7 p 
Fleming Enterprise Invst. 
TSL 3.73p 

Friends Prov Ethical Invst 
tst 325p 

Imperial Chemical Inds. 

AJDJL 50.8406 
Jos HIdgs. 435p 
Lonrho $0-0414 
Rathbone Esthers 5p 
VHE fflrlg a ip 

■ WEDNESDAY 
OCTOBER 15 

Ab trust Convertible Income 
Tst 2 p 

A. de Gruchy HIdgs. 2 j 2 p 
Barclays Bank £L95 
Do Barclays Prop. Index 
£L95 

BCE C$034 • 

British Assets Tst. 4Y,% 
l-575p 

Do 5% A. PL L75p 
Chester Asset Rec Deal FRN. 
2000 £1333.74 
Chrysler *0.40 

Chnr iihiTT China A ftp 

City Rec 1 Mart Bkd. FRN. 
2023 £44.47 

aty Rec 2 Mort BkdL FRN. 
2023 £4938 

City Rec 3 Mort Bkd. FRN. 
2023 £4733 

Do Class B Mort Bkd. FRN. 
23 £8932 

City Rec 4 Mort Bkd. FRN. 
2028 £5358 

Do. Class B Mort Bkd. FRN. 

2028 £69.22 

City Rec 5 Mort Bkd. FRN. 
2032 £4L29 

Do Class B Mort FRN 2032 
£79.49 

City Rec 6 Mort Bkd. FRN. 

2029 £5431 

Do. Class B FRN. 2029 £6932 
Delcam 0.6p 

Eldridge, Pope 6 %% Irrd. 
Unsec. Ln. £3.125 
Do. 7%% Irrd. Unsec. Ln. 
£3.75 

Fortune Brands. 12 % % 
Unsec. Ln. 2609. 625p r _ . ; 
Franklin Resources $039 
Govett Strategic Invst Tst 
9%% Db. 2017 £40375 
Granada Grp. FRN. 1998 

ci 9 53 42 

Hydro-Quebec FRN 1999 
$14.69 

Inveresk L93p 
Ireland Cap. Ln. 2001 1£4 
Do 11% % Cap. 2000 I£5375 
Johnson Fry European Utili- 
ties Tst 33p 

Johnson Fry Second Utilities 
Tst L85p 
Da 3-4P 

Johnson Fry Utilities Tst. 
2.7p 

Kawasaki Heavy Inds. 6 % 
Ns. 1997 Y600O00 
Do. 6.15% Nts. 1999 Y615O00 
Manders 5% Cm. PC L 75 p 
Met Water Southwark & 
Vauxhall Wats- 3% Db. £130 
Minnesota Mining & Man 
6 *% Nts. 1998 C$65 
Morgan $0.88 
Morgan Sindall 5.625% Canv. 
Cm. PC 23l25p 
National Australia Bank 
Undtd- Sub. FRN. $314J0. 

UK COMPANIES 


Neepsend i.4p 
Nikon Carp. 6.05% Bds. 1097 
Y605.000 

Do. 60% Bds. 1599 Y620.000 
Occidental Petroleum $005 
Quaker Oats $0285 
Richards 4% Cm. PL L4p 
Do. 5%% Cm. PL L 44375 p 
Sanwa Finance Aruba Gtd. 
FEN. 2004 $139732 
SmithVKwa Riw^iitw 2j9So 
Do. L96p 

Do. AJXR. $0.4108 
SONAR 2 A Mort FRN. 
2022 £167.14 

Da B Mort Bkd. FRN. 2022 
£204.16 
Stoves 33p 
Treats Grp. L5p 
Wereldhave Prop 93% Mort 
Db. 2015 £4.75 

■ THURSDAY OCTOBER 16 
Brit Gov Stks. 2%% Treas 
2020 £23853 
Cassell L5p 
Comm Bank Australia 11 % 
Bds. 2001 A$110 
English & Scottish Investors 
035p 

Framlington 1000 Smallest 
Co. Tht 2.4p 

HK & Shanghai Banking 


Cap. Undtd. FRN. $75.07 
Kyushu Electric Power 
1035% Bds 2001 C$10230 
National Westminster Bk. 
AJDJL $139656 
Do. 9% Non-Cm. PL 4 jp 
Do. Non-Cm. $ Pf. Series A 
$0332 

Do. Non-Cm. $ Pf, Series B 
$0.4375 

Northern Elect Fin. 8335% 
Gtd. Bds. 2005 £8635 
Do. a&75% Gtd. Bds. 2020 
£88.75 

Nrth Rock Bldg. Soc. 9%% 
Sub. Bds. 2021 £93.75 
Scholl 33p 
Stagecoach HIdgs. 6 p 
Swansea (City of) £8375 

■ FRIDAY OCTOBER 17 
Abbey Natl Treas Services 
Gtd. FRN. 2001 L89345 
American Port Services Q.72p 
Bristol & West FRN. 2001 
£1,78938 

Cakebread Robey & Co. I35p 
Do. Non-Vtg. L35p 
Cliveden 03p 
Crown Eyeglass 8 p 
Datrontecb Grp. Zip 
Domnick Hunter 3J6^) 

EBC Gip. Lip 
Effhlin $0325 
F3LD. HIdgs. Ir3.7525p 
Furlong Homes Grp. 23p 
General Electric Co. $03083 
HflBfar g%% Nts. 1997 £8730 
Hall Engineering HIdgs. 
3.775p 

Heywood Williams Grp. 5p 
Kllenwort Smaller Co. Invst 
T5t ; L3p v 

Kobe (City of) 6Vi% Gtd. Bds. 

2005 $325 

Lloyds TSB Grp. 9%% Sub. 
Bds. 2011 £91.25 
Da FRN 1998 £175.85 
Do. Suh. FRN. 2006 £1830 
Mallet L3p 

M & G Income Invst Tbt 
L15p 

Da Geared Ord. I.15p 
Do Package Units L15p 
Nrth Rock Bldg. Soc. 9%% 
Sub. BdS. 2021 £93.75 
Boseby's 3.lp 
Ryland Grp. i.4p 
St Pauls Co. $0.47 
Saleh urst 2p 

Scottish Eastern Invst tst 
03p 

Da 4% Db. £2 
Stan dard & Chartered 535p 
STB Fin Cayman Gtd. Sub. 
FRN. 2003 $3.43730 . 

Wassail Rd. 2.048301p 

■ SATURDAY OCTOBER IB 
Brit Gov Stks. 9%% Conv 
2005 £4.75 

First Natl Bldg. Soc. 7%% 
Bds. 2000 Ir7350 


■ TODAY 

COMPANY MEETINGS: 
Adsoene Grp., 27 New Kent 
Rd-, Canterbury, Kent 1030 
CRT Grp., Eastbam Hall, 
RaMtfham, Wlrral 9.00 
Edinburgh Sm Co Tst, Don- 
aldson Hse.. 97 Haymarket 
Terrace, "Edrahur^i 12.00 
K3L Bidmedix Hldg., Forte 
Posthouse, Egerton Rd., 
Guildford, Surrey 1030 
Baring Emerging Kur Tst, 
155 Bishopsgate E.C., 230 . 
BOARD MEETINGS: 

Finals: 

Tay Homes 
Interims: 

Bisichi Mining 
London & Assoc. Props, 
premia: FameU 


Ferguson IntL 
Hoare Govett Smaller 
Hoare Govett 1000 
Tie Rack 




■ TOMORROW 
BOARD MEETINGS: 

Finals: 

Five Oakslnvs. 
yn ghbm d iMstallarigs - 
London & St Lawrence 
St Ives 
Interims: 

Boot (Henry) 

China in v & Devi Fond 

Hanleys 

Jerome (S) 

Ottves Property 
Warnfard In vs. 

■ WEDNESDAY 
OCTOBER 15 
COMPANY MEETINGS: 
Eaglet Invst, Mint Hse., 77 
Mansell St, 1030 
Johnson Fry Asset Manag- 
ers, 20 Regent St, S.W. 12.00 
TR Gty of London Tst, 3 
Finsbury Am, E.CL, 330 

BOARD MEETINGS: 

Finals: 

Smiths inds. 

Interims: 

BlocMeys . 


■ THURSDAY OCTOBER 16 
COMPANY MEETINGS: 
Fleming Geared Income & 
Invst Tst, 25 CopthaXt Ave., 
E.C„ 11.00 

Pantheon Inti. Participa- 
ttoos The John Tower HaH 
Ch atham Hse^ 10 St James 
Sq., S.W. 430 

Wiggins Grp., 62 Thread- 
, needle St , E. C., 1130 
BOARD MEETINGS: 

Finals: 

Albert Fisher 
DFS Furniture 
Gieeson (MJ) Grp. 
Manganese Bronze 
Interims: 

Davenport Knitwear 

■ FRIDAY OCTOBER 17 
COMPANY MEETINGS: 
Prolific Income, Walbrook 
Hse, 23 Walbrook E.C., 930 
Second Alliance Tst., 
Meadow Hse., Reform St, 
Dundee, 1230 

BOARD MEETINGS: 
Inter ims: 

Audax Props. 

Value & Income Tst 

Company meetings are 
artjtual general meetings 
unless otherwise stated. 
Reports and accounts are 
not normally available until 
approximately six weeks 
after the board meeting to 
approve the preliminary 
results. This list is not neces- 
sarily comprehensive as 
companies are no longer 
obliged to notify the Stock 
Exchange of - imminent 

annou cements. . 




Gold Fields of South Africa Limited 


llnccaporaied In ihi.- Republic of South Africa t 
(Registration number oVtMiaLOS) 

("Gold RcMs'i 


Driefontein Consolidated Mines Limited 


Uncorpofau.il in the RcpublK of South Africa l 
(Regulation number 6S/’(M«8a (V»i 
CDridomcin'i 


Kloof Gold Mining Company Limited 


(Inctxporatcd in ihu RqpuhUc of South Africa > 
(RcgiaritJon number 64.04462,06) 
nOooT) 


New Wits limited 

(Incorporated in the Republic of South Africa) 
(Regulation number QS’MtC2/06) 

(“New Wili'i 


Gencor Limited 

(Incorponud in the Republic of South Africa} 

( Registration number 01 / 01232 / 00 ) 

i -Gencor l 

Beatrix Mines Limited 

Uncofpceated io the SqwbUc of South Africa) 
f Registration ruthber 77/02138/06) 
t.-Beatni") 

Evander Gold Mines limited 

(Incorporated tn die RepubUc of South Aina) 

(Registration number 63/06226/06) 

<*Evande>"j 

Oryx Gold Holdings limited 

(Incofporaied in (be Republic of Soudi Africa) 

(Registration number 69/01900/06) 
t-Orya-) 

St. Helena Gold Mines limited 

(Incorporated in the Republic of South Africa} 

(Registration number 05/20743/06) 
i ’St. Helena-) 


Joint cautionary announcement regarding combination of gold assets 

and sale and purchase of Asteroid 


3- 


INTRODUCTION 

Morgan Stanley. Standard Corporate and Merchant Bank and Deutsche 
Morgan Grenfell are nutborised to announce that Gold Fields and Gencor 
Intend to combine their gold operating companies, exploration assets and 
mineral rights io create a focused gold mining, development and exploration 
company ("Goldco”). Goldco wilt, to Lbe extern practicable, own 100 per cent 
of the gold assets currently owned or controlled by Gold Fields and Gencor. ln 
addition, Gencor intends to acquire 100 per cent of Asteroid Limited 
(“ Asteroid 1 *) from Gold Fields and Driefontein. The crcatioa of Gokko and the 
sale and purchase of Asteroid arc collectively referred lo as “the transaction'' 
for the purposes of this announcement. 

RATIONALE 

The transaction will create a world leader in the global gold muting industry by 
combining three of South Africa’s premier gold mines: Driefomern, Kloof and 
Beatrix. Goldco will be the world's largest gold producer, based on annual 
attributable production of approximately 4 million ounces and total mineable 
reserves of approximately 120 million ounces. Goldco will be the exclusive 
vehicle for the gold-related activities of Gold Fields and Gencor. 

The transaction is also expected to: 

— establish a huge, well -capitalised company, with substantial fiminciat 
strength and improved market liquidity: 

— enhance the development of Gold Fields' and Gen cot’s mineral rights in 
the Free State: 

— facilitate the further development ofTazkwa and Oryx; 

— provide a platform for international growth; 

— bouse mineral rights and exploration activities in the operating company 
and thereby increasing shareholders* access to the growth potential 
associated with mineral rights; 

— reduce costs via the realisation of operational and technical synergies and 
the cancellation or disposal of management contracts and service 
agreements; 

— improye production potential and operational flexibility: and 

— allow for the pooling of management resources. 

FORMATION OF GOLDCO 

The transaction will be effected by Gold Fields and Gencor contributing their 
respective gold interests to Goldco (which is expected to be Driefontein, 
Beatrix or such other vehicle, as app ropriate} in exchange for shares in Goldco. 

Gold Fields intends to contribute the following assets to Goldco: 

— its 353 per cent interest in Driefontein; 

— its 413 per cent intaest in Kloof; 

— its 70 per cent interest in Ifarkwa; 

— its service agreements in the above mines, where applicable; and 

— its mineral rights, some of which are held in New Wits, and exploration 
assets pertaining to gold. 

Gencor intends to contribute the following assets to Goldco; 

— its 57,4 per cent interest in Beatrix; 

— Us 67.7 per cent interest in Oryx; 

— its 43,9 per cent interest in Evander 

— its 243 per cent interest in St Helena; 

— its 353 per cent l fully -diluted) interest in Eldorado; 

— its 100 per cent interest in Fairvierw; 

— its management contracts with the above mines, where applicable; and 

— its mineral rights and exploration assets pertaining to gold. 

Goldco intends to extend offers to acquire 100 per cent of Kloof. Oryx, 
Evander and whichever of Beatrix or Driefontein is not used as the vehicle for 
Goldco. These offers would be made to the shareholders of those companies by 
schemes of arrangement or lo the companies themselves for the acquisition of 
their undertakings as going concerns. 

VALUATIONS AND EXCHANGE RATIOS 

Goldco’s acquisitions of the listed assets from Gold Helds and Gencor, and 
from the minorities where applicable, will be effected on the basis of tire 
simple average of the closing share prices from 27 August 1997 to 
26 September 1997 inclusive ( M average Stare prices”). The average share 
prices and the resultant exchange ratios are set out in the following table: 



Average share prices 
(SA cents) 

Share esdn 
(po-lOOsfa 

mge ratios 
sacs held) 



DneSonida 
as Goldco 

Beatrix as 
Goldco 

Gold Fields 

9691 

— 



Kloof 

2373 

74^06 

112.79 

Driefontein 

3204 

— 

15238 

Oryx 

433 

1331 

2038 

Beatrix 

2104 

6537 

— 

Evander 

1335 

4137 

63.45 

St. Helena 

1832 

57J8 

87.07 

EUnrado 

1098 

3427 

52.19 


These exchange ratios will be the subject of fair and reasonable opinions from 
independent financial advisers appointed by the listed companies for lbe 
beneGt of minority shareholders affected by the transaction. Unlisted assets to 
be contributed to Goldco will be independently valued. 

SALE AND PURCHASE OF ASTEROID 

As an integral pan of the transaction, Gencor will exchange its entire interest 
in Goldco for 1 00 per cent of Asteroid and shares in Gold Fields. This will be 
achieved as follows: 

— Gold Fields will acquire, for cash, Goldco shares from Gencor equivalent 
to a value of SO per cent of Asteroid (calculated at R107 per effective 
Gold Helds share, which is a premium of 10-4 per cent to the Gold Helds' 
average share price). For the purposes of this acquisition, Goldco shares 
will be valued at R32.04 (if Driefontein were the vehicle for Goldco) or 
at R21.04 (if Beatrix were the vehicle for Goldco); 

— Gencor will purchase, for cash, Daefoatew'B 50 per ceaL interest in 
Asteroid (calculated at R107 per effective Gold Helds share); and 

< — Oncnr's remaining holding in finl/ten will Iv ftirhnnpftri frw Gold PfelHc' 

50 per cent interest in Asteroid and shares in Gold Fields, as required For 
the purposes of this exchange. Gold Fields and Asteroid shares will be 
valued at R1Q7 per effective Gold Reids share, and Goldco shares wiH be 
valued at R32.04 (if Driefonliem were the vebicle) or at R21 ,04 (if Beatrix 
wore the vehicle). The resulting exchange ratio is 334 Goldco shares per 
Gold Fields share (if Driefontein were the vehicle) or 5,09 (If Beatrix 
were the vebicle). 

DIRECTORATE AND MANAGEMENT 

Mr JP Rupert will become Chairman of Gold Helds on 21 October 1997. as 
previously announced. Mr AJ Wright will remain Chief Executive Officer and 
become a Joint Deputy Chairman of Gold fields. Mr BP Gilbertson will 
be the fust Chairman of Goldco and become a Joint Deputy Chairman 
of Gold Helds. Mr Gilbertson's appointments will be for a period of 
approximately nine months from the due that the transaction becomes 
oncooditiooal. 

The senior management team and the balance of Goidoo’s head office staff 
will largely comprise staff from both Gold Helds' and Gencor’s bead office, 
who are involved in gold-related activities. 

IMPLEMENTATION OF THE TRANSACTION 
The transaction will result in a number of related party transactions in terms 
of the listings Requirements of the Johannesburg Stock Exchange (“the JSE”) 
because of the shareholding structure of foe Gold Fields and Gencor groups. 
The affected parties will comply with ah regulatory requirements in this 
regard. 

The implementation of the transaction will also require, Later alia, foe 
following: 

— satisfactory completion of due diligence; 

— execution of formal agreements between the relevant parties; 

— approval of boards and shareholders, as appropriate; and 

— receipt of foe relevant regulatory and stannary approvals, including the 
JSE and the Securities Regulation Panel. 

8 . NEW AFRICA INVESTMENTS LIMITED (“NAIL”) AND 
EMPOWERMENT INITIATIVE 

As indicated in previous cautionary announcements issued by Gold Helds, 
Driefontein and NAIL, discussions have been held with regard lo the 
potential acquisition by NAIL of an interest in Asteroid. These discussions 
have been terminated,. However, Gold Helds. Gencor and NAIL are in 
discussions concerning NAIL leading a broadly-bared empowerment group to 
acquire between 5 per cent and 10 per cent of Goldco, priced on foe haste ret 
out in paragraph 4. 

9. TIMETABLE AND DOCUMENTATION 

Notwithstanding the date foal the transaction becomes unconditional, foe 
intended effective dale for accounting purposes will be deemed lo be 
1 January 1998. The circulars and notices required to implement foe 
transaction will be posted to shareholders as soon as possible. 

10. CAUTIONARY ANNOUNCEMENT 

Shareholders of Gold Helds, Driefontein. Kloof. New Wits, Gencor, Beatrix, 
Evander, Oryx and Sl Helena are advised lo exercise caution in dealing in 
their shares. A further announcement will be made in due coarse. 
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10 October 1997 


Financial advisers to Gold Fields 


MORGAN STANLEY 


Mwgu Stanley (Sooifc Africa) (Proprietary) Limited 

(Sqpjmokio panic; 94XXQt>\fO) 



Standard Corporate 

and Merchant Bank 

dhrtstei oS The Standard Bank 
oi South Africa Limited) 
(RfgiaUBtkm number 62/00738/06) 



; to Grid Fields 

Bowman 

Gilfillan 

Hayman 

Godfrey 

ATTORNEYS 
ESTABLISHED I «Bt 


Financial advisers to Gencor 


Deutsche Morgan Grenfell 

OautBdw Morgan Grenfell ISA) (Propriaary) Limited 
(Regictration number BSfl 173607) 


Legal advisers to Gencor 




EDWARD NATHAN 
& FRIEDLAND INC 

(Regteatta number 77KttS2Sai) 
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Greenspan performs Hamlet 
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There was something deeply 
Ironic in last week's flirta- 
tion with higher interest 
rates on either side of the 
Atlantic. 

In the US, Alan Greenspan 
was once again in jawboning 
mood. His message; the US 
has been creating about 2m 
jobs a year, but its working, 
age population is rising by 
only lm or so. A labour 
shortage, prompting infla- 
tionary wage pressures, is 
closer than ever. Also, in a 
swift and somewhat gratu- 
itous kick to the stock mar- 
ket’s shins, the Fed chair- 
man pointed out that 
price-earnings multiples on 
US stocks were “at levels not 
often observed at this stage 
of an economic expansion". 

Compare this with what 
happened a day later in 
Europe. The Bundesbank 


took everyone by surprise 
with a 30 basis point 
increase in its discount rate, 
to 3.3 per cent - swiftly fol- 
lowed by Franca A series of 
rate rises could follow 
in the months ahead. 

A German interest rate 
rise, rather than an Ameri- 
can one? it was not meant to 
happen this way. The US 
economic expansion is get- 
ting long in the tooth: unem- 
ployment has dropped below 
5 per cent But in Ger man y, 
the unemployment rate is 
still above ll per cent. 

The sight of the Bundes- 
bank acting while the Fed 
dithers seems, on one level, 
to reflect badly on both. Mr 
Greenspan emerges as a sort 
of Prince Hamlet, always 
agonising in public but 
never prepared to act. The 
Bundesbank, on the other 


band, risks fi ghting a non- 
existent threat of inflation. 

The difference points to a 
huge gulf in thinking on 
either side of the Atlantic. 
Mr Greenspan has flirted 
publicly with the idea that 
the US economy is conform- 
ing to a “new paradigm” - 
one In which faster eco- 
nomic growth Is possible 
without prompting inflation. 
He flirted a little too openly 
with the idea in a July 
speech and touched off a 
wave of enthusiasm on Wall 
Street - perhaps one reason 
for last week’s greater sense 
of caution. 

The Bundesbank, on the 
other hand, clearly has no 
such ideas in its head. With 
the trade unions preparing 
for another pay round, the 
central bank seems set on 
sending a message about the 


risks of higher wages, even 
though unemployment is at 
such a high level 

“The ‘old paradigm* is still 
very strong in Germany," 
says David Hale of Zurich 
Kemper Investments, who 
suggests that further rate 
rises adding up to 100 basis 
points in all could follow. 

There are other reasons, of 
course, why the Bundesbank 
has acted now. German 
short-term rates need to 
come up - along with other 
low-rate early entrants - in 
preparation for a smooth 
entry to EMU. Yet, at bot- 
tom, most observers see last 
week's rise as a move 
designed mainly to head off 
higher inflation. This 
“ignores the whole US expe- 
rience of the last few years," 
adds Martin Barnes of Bank 
Credit Analyst — one in 


company results 
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Pressure on 
margins will 
hold back 
Intel 


Intel, the world’s biggest 
chip maker, is expected 
tomorrow to announce third- 
quarter earnings unchanged 
or slightly lower than in the 
second quarter. This is 
because falling average sell- 
ing prices, mainly because 
the company’s aggressive 
pricing strategy, have put 
pressure on margins. 

But analysts said that if 
the results came in close to 
expectations investors were 
likely to be satisfied - as 
long as there is nothing to 
blunt market optimism of a 
strong fourth quarter. 

Drew Peck of Cowen & Co 
said the striking feature of 


the quarter was likely to be 
that microprocessor unit 
shipments were broadly flat, 
despite average selling 
prices falling by an esti- 
mated 10-15 per cent. 

“Selling prices have come 
down sharply during the 
quarter and it's not exactly 
clear bow Intel will offset 
that. In the last quarter we 
saw a change in depredation 
which helped smooth over 
its finandal performance but 
it’s nottoo dear how it can 
do it this time. 

“December’s typically 
strong and given the price 
falls before the Christmas 
selling period, Tin expecting 
a decent fourth quarter, he 
said. 


■ Banco Santander's Banco 
Espanol de Credito unit is 
expected early this week to 
report third-quarter net 
profit after minorities of 
Pta25bn- Pta26£bn ($16S.5m 
J178m) up from Pta21.8bn a 


year earlier. 

Analysts said the perfor- 
mance would reflect the con- 
tinued recovery In the 
bank's domestic market 
share, consolidating _ the 
trend established in the' first 
and second quarters, with 
strong growth on the retail 
banking side. 

While the third quarter for 
the banking sector was gen- 
erally the least important 
given tiie impact of the July- 
August holiday period, Igna- 
cio Cornejo, Beta Bolsa’s 
head analyst said he expec- 
ted to see a strong perfor- 
mance on the loans and 
deposits side. 

The key factor, he added, 
would be the continued 
improvement in the quality 
of the bank’s results. The 
bank's loan portfolio is fore- 
cast to increase by about 13 
per cent in' the third quarter, 
against 10.6 per cent in the 
second 

Analysts said Banesto 


JgggjSJ, 





would continue to exercise 
strict control on operating 
costs, and that should trans- 
late into operating profit 
growth of more than 20 per 
cent in the third quarter. 
Net interest income is fore- 
cast to grow about 10 per 
cent in the period. 


Merck, the US pharmaceu- 





Faster international growth 


The Board of Director; of B 
Hie forecasts far too 1997 1 


i. meeting on 7 October 1997 under the QwmanshR of Mr. Martin Bouyguas. reviewed toe situation at me end of June 1997 end 
I year as a whole. 


I 1997 Turner, e-r; 

U +7,8% 


tunnoyeh roe n*{ mat hMr- hnr’imeECASTx 


f Year 
1997 1996 


R anee 

humaOone) 


SIP r:crrat of^ 
erects: 

I* + 26 


SERVICE ACTIVITIES 
Pubflc m*»s Management 


17.5 39.3 
11. B 31.3 
23.3 60 jG 


Net profit attobuttetie to the Group is FF 528 mfflor. 

Thks result cannot be compared to the FF 146 ml Bon toss 
recorded n the first half of 1996 due to higher exceptional 
profits, the new accounting methods described below and the 
change In the scope of oonsoQdatkm. Eadudtog these nema, 
net profit before eroepUonab and taxes remains stable. 


Tefeoommunicattoraa 


OTHER ACTIVITIES 
TOTAL TURNOVER* 
of w h h' tl international 


54 9.1 

5J 9.5 
OS 0.3 
UL1 18.9 
13 31 

4X7 82.8 

M. S 26 LB 


Despite tower maigtos on the domestic market, prates from 
Construction nave nsen khefix-fike due to the contribution of 
Mematkmal construction busness. 


Favourable conditions on international markets haw also 
boosted profits ro the Putific unities Management bustoess. 


Bctr/S** Te-eovn: 

tr 300.000 

c-s'.e-ers 
m 15 


Turnover for the first half of 1997 amounts to 
FF 42.7 billion, up 10.8* on the tea half of 1996. ofwWch 
4,2 * Is due to the Intension of Cise. 


Exdudtog TPS development. TFi's half-year profit before tax 
Is up 10 * on the test half of 1996 thanks to the contribution 
of tfiversification businesses. 


Forecast turnover for 1997 Is FF 89 tuition compared to the 
FF 85.7 blUton predicted ri April, an increase of 7.8 * on 
1996 turnover, of which 3.9 * Is due to the Integration of 
else. 


Finally. In accordance with the business plan. Bouyguas 
Telecom's loss had a FF 96 wUtion Impact on Bothies' 
prates to the first hstf of 1997. 




TPS: 

210.000 

customer- 
:n 10 c.c.-.tte 


The current Situation on the International Construction 
market Is hi^rty favourable, particularly in Asia and Eastern 
Europe. Commercial successes abroad have offset the 
continued decline of the French market. 


In France, the roost c om monly used accounting method m 
the Building and Public Works sector is the "contract 
completion" method, which consists In recording profits 
only on complelton of longterm contracts. 


For the first time, orders received by Budding aid Public 
Works branches on the International market exceeded 
FF 12 bilfan In the first nine months of the year, up 26 * on 
orders for the same period In 1996. 


International standards (IASCj recommend that profits from 
longterm contracts should be recorded as work progresses: 
this is tea "percarEagBofcomptotton" method. 


S-t proT.I. 

FF 528 m 


Stuns und ixaK'n 
finjficia. str-ctfrei 


Shareholder 

contact 


The Integration of Saur and else Is proceeding 
satisfactorily, wtth forecast twnover of FF 13-2 bflfton far 
1997. sflghUy more than the Initial prediction. 

TFl Is continuing steady expansion into digital TV 
program mas and services (TPS). The forecast figure of 
175,000 customers by the end of the year has already 
been exceeded, with more than 310,000 subscribers 
registered by the and of September. 

Bouygues Telecom has achieved remarkable success: the 
target of 300.000 customers by the end of 1997 has 
already been reached. Ftoll-out of its national mobile 
phone network is ahead of schedule, while revere* per 
customer has exceeded expectations. 

The business Is being financed by a syndicated toan of 
FF 15 Miron. In atkStion to the FF 8 tuition provided by 
Bouygues aid Its partners. 


In order to comply with International standards and to 
improve the dotty and transparency of its accounts far the 
financial markets. Bouygues has decided to use the 
"percentage of completion" method as of 1997. 


Furthermore, for the sake of consistency, accounting 
methods for closing the hair-year accounts of roads 
companies haw been harmonised In order to take account 
of the seasonal nature of their activities. This amusement 
will have no impact an annual accounts. 


The consequences of these decisions are shown kn the 
attached condensed accounts. 
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Net profit for the first half of 1997 amounted to 
815 mUbon after tax prwstons of R 7 303 mBOon, of ehldi 
FF 58 mflfion Is due to an increase In corporate inoofna tax In 
France. 


Following the acquisition of C«e and Its merger wfih Saur. 
the SairCtse group has been fufly consolidated tor the first 
time instead of being accounted tor by the equity method as 

preifixBly. 

Under fuB consolidation, the Group's financial structure is 
as follows: 

SharehoUero' equity (FF 11.4 union) exceeds financial dot 
(FF S.6 billion). Long-term capital (FF 30.2 billion) fa 
sufficient to finance net assets (FF 379 biton). Avatiebfe 
cash resources on 30 June. Le. at the lowest point In the 
annual cycle, amount to FF4 biOton. 


I CtrWSWMJPATSP rscnr AMO 1044 ACCOUNT 
' rwfi Bhct 

1996 1997 Acuurotti Sa 


aidecentw 

(ffmMflrt 1996 


3D jure 1997 
aaual 


Twwnw* ' M03a 

rttproQ/nos) 

teftraanpeomB Wti 

F. r ffl tvjr M V terns 

(2651 (3031 

Tsldretpretertte**) W 340 

HatpnM/liaMl f»« 

sortOifabw to me Group 


BjTW Boats 
(4D 


[181 279 MO 

694 

(303} (Util ITS 

340 ITS 3U 

ITS 17B 1>8 


269 070 

56 650 

(71)' (3031 

BS - 8D> 


ASSETS 
Fired assets 
sucks »d wnn 
In progress 
Current assets 
Cadi 


8071 27881 


16 235 (12100) 
39682 B00 

8503 

72 294 (U300T 


333 6210 

200 5 477 40190 

471 5 189 

200 34382 39410 


Cansottuted amo * f: raeomea at 36.57 * « lMfl 


and « 33.78* ml«7. 
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awehotoeri erwy 

BnMaprf 

firenbei«« 

OrtatUSSUK 
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1P54L 200 

7179 100 

5855 

<8181 (116001 


300 £34 11401 

U00I 1703 9173 

2405 9013 

■ 9 326 48040 


558 

72294 (113001 


a« 

200 34352 


which a. heightened level of 
global competition has 
seemed to exert a. disinfla- 
tionary pull on the economy. 

This could well turn out to 
be good news for bond mar- 
kets, fnrilnriing th066 in the 
US. If the Bundesbank has 
acted partly for political rea- 
sons by trying to lay the 
early groundwork for EMU, 
then its behaviour should be 
a bullish signal for fixed 
income investors. And what- 
ever the reason behind its 
move, the effect should be to 
reduce the risk of an acceler- 
ation in the European econ- 
omy - something that would 
create greater demand for 
capital and tend eventually 
to push interest rates higher . 
on both sides of the Atlantic. 

“It reinforces a disinfla- 
tionary view of the world, " 
says Mr Barnes of the Bund- 
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es bank’s pre-emptive strike. 

With Japan still playing 
its dtefn flatinnary part to the 
full, the stage could be set 
for a continuation of the sta- 
tus quo in the international 
capital markets. Cash has 
continued to flood into -the 
US fixed income markets 
thin year: in the first six 
months, according to the 
Securities Industry Associa- 
tion, foreigners bought a net 
$132bn of Treasury bonds. 


putting th«m well on track 
to beat last year’s record 
purchases. This has helped 
to keep long-term US Inter- 
est rates down and support 
the stronger dollar - all of 
which has proved highly 
-conducive to the steady, 
non-inflation ary growth in 
the US of recent years. 

But is the Fed, by hesitat- 
ing over an interest rate rise 
of its own, adding to the 
risks? After a surge over the 


summer as ' Americans 
rushed out to buy new cars, 
the economy seems to be 
moderating a little - per- 
haps, In part, the delayed 
effect of the Fed’s last rate 
rise, in March. 

Last week’s comments 
from Mr Greenspan suggest, 
though, that time is running 
out. Sooner or later he will 
have to act, if only to prove 
that he is indeed prepared 
to. 
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cents) when the company 
reports on Thursday - a 
growth rate of 20.5 per cent 
compared with 17.2 per cent 
for the pharmaceutical sec- 
tor as a whole. 

Analysts said earnings 
growth in the second quarter 
was driven by continued vol- 
ume gains and sales growth 
in the company’s newer 
pharmaceutical products, 
including tosteoporosis drug 
Fosamax and the cholester- 
ol-lowering product Zocor. 
which saw year-on-year sales 
growth of 25 per cent 


Stephen Klein, an S&P 
Equity Research Group air- 
line analyst, said AMR's 
strong cost-control policies 
usually enabled it to report 
improvements in earnings 
per share. 

“The threatened pilots’ 
strike at AMR’s American 
Airlines unit early this year 
had a negative effect an- traf- 
fic,” Mr Klein said. “But 
even during the first quarter 
the company managed its 
costs so well that Wall Street 
was surprised by how well it 
did under the circum- 
stances." 


medical business’s high mar- 
gins, but order books' in 
aerospace should be strong. 
Pre-tax profits should rise 
from £170.4m to £190m 
($306m), giving earnings of 
42^p (36.6p). A dividend of 
17.75p (16-2p) is expected. 


heals group, is expected to 
continue the rapid rate of 
aarning s growth in the third 
quarter, outperforming the 
rest of the sector with year- 
on-year earnings per share 
growth of 20.5 per cent, ana- 
lysts said. 

Joe Abbott, JOBES analyst, 
is looking for third-quarter 
gaming s per share' of $1 (83 


■ AMR, the parent erf Amer- 
ican Airlines, should report 
healthy' year-on-year 
improvements in its third- 
quarter results due on 
Wednesday. Analysts said 
the expectation of higher 
profits at AMR were based 
on favourable fuel prices, 
cost-containment strategies, 
and well-balanced product 


■ Smiths Industries Is in 
acquisitive mood, and its 
full-year results an Wednes- 
day will be watched for news 
about the integration of Gra- 
seby, the testing company it 
bought for £136m this sum- 
mer, from which some dis- 
posals may follow. As ever, 
investors are looking, for 
signs of pressure on the 


■ Premier Parnell is due to 
report interim results today 
and analysts expect the cata- 
logue distributor of elec- 
tronic and industrial compo- 
nents to have been affected 
by sluggish underlying mar- 
kets and the impact of the 
strong pound. 

NafcWest Securities expects 
it to report underlying pre- 
tax profits of £74m up from 
£63.8m. The broker has an 
“add” stance on the stock, 
and has told clients it 
expects growth to begin to 
pick up in the US during the 
second half while “the posi- 
tive earnings momentum- 
will, become .more evident" ■ 
in the next first half. 
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Tide turns for east German IPOs 


Could east German 
companies become the excit- 
ing new high-growth dar- 
lings of the country's stock 
markets? Judging by the 
impressive debut earlier this 
month of Sachsenring, an 
automotive components and 
systems supplier from Sax- 
ony, the answer might be a 
cautious yes. 

Sachsenring. which under 
communism was best known 
as the maker of Trabants, 
the spluttering soft-shell 
cars which symbolised East 
Germany's flagging eco- 
nomic performance, came to 
the market on October 2 
with an offering of 2.33m 
shares, raising nearly 
DM300m ($167m). Issued at 
DM25, the shares closed on 
Friday at DM42.10. 

For now Sachsenring is 
one of a rare breed. Despite 
much euphoria at the time 
of German unification, when 
going public was seen as a 
means of bringing capital 
and market practices to the 
region's businesses, only a 


handful of eastern compa- 
nies have made an IPO. 

The first was Sachsen- 
milch, a dairy company, 
which went to the market in 
1991. The issue was much 
celebrated at the time, but 
later proved a flop as Sach- 
senmilch flirted with bank- 
ruptcy and had to be rescued 
by Mfillermilch. another, 
much bigger, dairy group 
from the west 

Eberhard Ganger, head of 
the Going Public Depart- 
ment at Berliner Bank, says 
Sachsenmilch was a “psy- 
chological blow” to any 
hopes of a wave of eastern 
IPOs. 

Now the tide may be turn- 
ing. Jenoptik, a technology 
group crafted out of what 
used to be the Carl Zeiss 
optica Is combine, has pen- 
cilled in an IPO for May or 
June next year, and expects 
to raise several hundred mil- 
lion Deutschmarks for as 
much as 50 per cent of the 
shares. Deutsche Waggon- 
bau (DWA), a rolling stock 


manufacturer, is also plan- 
ning an offering, though has 
yet to decide when. 

Reinhold Kaiser, who han- 
dles the east German new 
issues business at OG Bank 
in Frankfurt, reckons that 
some 400 companies, mostly 
in the technology and ser- 
vices sectors, could go pub- 
lic. Starting in .1998 he 
expects three to four east 
Gorman companies a year to 
make IPOs. 

By UK or US standards 
such figures may seem mea- 
sly. In the German context, 
however, they suggest that 
east Germany is starting to 
emulate the west This year, 
which is seen as a buoyant 
one for German new issues, 
some 20 western companies 
are expected to go to the 
market for the first time. 

DG Bank is currently in 
“concrete talks” with twenty 
east German companies 
interested in making an IPO. 
Of those that choose to go 
public, most, says Mr Kaiser, 
will go to the Neuer Markt 


the Frankfort stock market’s 
new ' exchange aimed at 
smaller, start-ups. 

Leo van Sahr, head of the 
Leipzig branch of IKB Deut- 
sche Industriebank, sees the 
tentative move by eastern 
companies towards the stock 
market as an indication that 
the region’s Mittelstand, the 
small and medium-sized 
■ business sector on which 
much of west German pros- 
perity rests, has begun to 
establish itself. However, he 
points out, Mittelstand com- 
panies, which are typically 
run by their founders or 
their descendants, are tradi- 
tionally reluctant to surren- 
der control to outsiders. 

Mr Langer also strikes a 
cautious note. He sees Sach- 
senring and Jenoptik, both 
of which have a strong man- 
agerial and financial input 
from the west as exceptional 
cases. “Many eastern firms 
are not yet competitive 
enough and have yet to 
establish themselves in their 
relevant market,” he says. 


The Financial Times plans to publish a Survey on 


The Business 


of Space 


on Thursday, October 30 


For further information, please contact: 


Maria McCoy 

Tel: +44 171 873 4358 Fax: +44 171 873 3204 


Penny Scott 

Tel: +212 745 1346 Fax: +212 319 0704 


or your usual Financial Times representative 
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Tbnrtdftsrecc^^ paries ■ 
inflati^-fig^resare Mtely to 
donnnaie bcthba&d and ^ 
eqttffymifrkets-in theUS .. _ 
this week, ftsihe market -•«•- 
• looks tonight itsdf after last : 


FoHowi^thetesrlsh 


chairaranof toe Federal 


. inflation figure is regarded 
as a crucial d^eni^ittaBt of - 
whether jhe Fed wffl .tighten 
miangtaiypofley before the., 
year-end. ... . 


according to Standard & ■' 
Poor's AIMS, the research 
agency, are for a 0.3 per rant 
rise in- the cemsumer price 
index; for lastihantb. Any 
deviation would probably 

lead to a reaction to the 
bond market, where 80 -year 1 
Treasury yields rose to 6-42 
per cent last week in 
response toMr Greenspan's . 
testimony and higher fh«w - 
expected producer price - 
inflattah figures. . 

Retain sales figures ^oa: 
September are due on ;.• 
Wednesday arid will also be 
watched tor signs of 
inflationary pressure. The 
expectation is Hot they will 
be unchangediram August 
. Equities were sOso hit by 
Mr Greenspan’s testimony, 
with the Dow Janes 
Industr ial Average slipping - 
from B.17KS1 oh Wednesday 
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mooring; within sight of its 
atttime high set in August, 
to 6,045.21 by the end of the 
week. Equities are also 
likely to be affected by a 
strong flow of corporate 
data, as companies report 
third-quarter ea rning s 

A final road-bump wiwa^ 
tomorrow, when Mr 
Greenspan addresses the 
Cato Institute, a Washington 
tree-market think-tank. 

The bond and futures 
markets will be closed today 
for Columbus Day. Equities 
will be traded as usual. 


The UK flnanda) marftfftB 
will spend the week trying 
to settle down after the 
period of turbulence Induced 
by last week's international 
developments. 

The coordinated European 
Interest rate increases and 
the warning comments 
about the US economy from 
Alan Greenspan, chairman 
of the Federal Reserve, 
combined to send both guts 
and the FTSE 100 index 
sharply lower. 

There are same domestic 
factors of concern to the 
markets. The release of a 
series of economic statistics, 
notably today’s producer 
prices data for September, 
tomorrow's British Retail 
Consortium survey, and 
Wednesday's unemployment 
and average earnings 
numbers, may give some 
dues on the direction of UK 
interest rate policy for the 
rest of the year. 

The Bank of England's 
monetary policy committee 
left rales on hold last week 
but there must be a concern 
that further increases will be 
needed, especially if the 
retail or average earnings 
numbers look strong; The 
consensus forecast for the 
latter, according to Standard 
& Poor's MMS, is for a rise of 
4.5 per cent. 

Ian Williams, UK 
strategist at Parrmure 
Gordon, is optimistic. "The 
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positive fundamentals for 

the UK are largely 
unchanged,” be says, “and it 
has underperformed other 
markets in the year to date. 

“If this spell of weakness 
is overdone,” he adds, “it 
will provide a good 
opportunity to invest the 
ample cash still waiting to 
move into UK equities.” 

The results season has 
entered a quiet period after 
the September rush but 
there win be figures from 
Premier FarneH and Smiths 
Industries this week. 


The German market wfl] this 
week be digesting last 
week’s rise in the repo rate, 
which signalled the end of 
Germany’s long-run of 
historically lax monetary 
policy. 

The Bundesbank surprised 
the market when it 
announced the repo rate 
would be raised from 3 pm* 
cent to 33 per cent. The 
move put immediate 
pressure on share prices and 
the D-Mark raffled. 

Most economists now 

expect a period of calm, with 
few forecasting another 
interest rate rise soon. UBS 
analysts say they do not 
expect another repo increase 
before December. 

Investors will also be 
reacting to the pricing of 
shares by Lufthansa, the 
German airline, which took 
place over the weekend. The 
government is attempting to 
target smaller retail 
investors in particular In the 
sell-off. 

Details are also expected 
today of the share offerings 
of Marbert and Pfleiderer. 
Wella, the hair-care group, is 
holding a press conference 
on Wednesday. 

The market will also focus 
on the annual congress of 
chancellor Helmut Kohl’s 
CDU party. The CDU is 
likely to use the conference 
to begin to set out strategy 
ahead of the federal election 
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Bond yields are likely to 
remain at record tows while 
equities continue moving 
sluggishly following fresh 
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next year. Analysts said the 
congress is likely to give a 
useful indication about how 
well Mr Kohl is still viewed 
within his party . 

On the economic front this 
week, wholesale prices data 
are expected to show a slight 
fal l in tbe annual inflation 
rate. Retail sales figures are 
expected to show a drop in 
August The Ifo business 
sentiment index, which may 
come out toward the end of 
the week, is forecast to show 
little change in activity from 
the previous month. 


OTHER MARKETS 


economic officials about the 
weakness of the economy. 

Growing questions about 
the government’s likely 
response win fuel hesitancy 
among investors, amid 
pessimism about corporate 
earnings and economic 
growth. Officials at the 
Economic Planning Agency 
and the Bank of Japan 
suggested the government is 
considering fiscal stimulus 
measures. Politicians in all 
parties have been calling for 
tax cots and increased 
pubhc spending. 

The ruling Liberal 
Democratic Party is likely to 
announce an economic 



' ’M tnkiiin n th* * aw wadoo 
Sara: Mona Limb . 

;MHi^2S2^AwiBaa 

r: TT 

17£00 

> 7,TOO ryy Y- — - 

arj fc; . - . * .. 

TTfiM 

-17/400 . i— T— 

■ptada r - ' — i - ■ • 

a a . r. a - 

• Oct 1997- - 


Oil traders look to the Middle East 


.00 traders wffl be seeking 
signs today as to whether 
the " volatility ‘ _that has 
marked' world petroleum 
markets over the past few 
weeks is about to ease, or 
whether anew wave of spec- 
ulative buying may be in the 


' Crude oil prices have risen 
by about 15 per cent over' the 
past two weeks, largely as a 
result of speculative, buying 
by hedge, funds that coin- 
cided with renewed -tensions 
in the Middle East 


Analysts say political 
developments in the region 
are likely to continue to 
Influence prices, at least in 
tiro short term. 

The arrival yesterday in 
the Gulf of the US aircraft 
carrier Nimitz, to help 
enforce the no-fly zone over 
southern Iraq, and the start 
of Iranian naval manoeuvres 
over the weekend will 
ensure oil . traders 
continue to keep an eye on 
developments in the 
Middle East - 


This week's debate at the 
United Nations on the latest 
report by the UN Special 
Commission into Iraq’s 
weapons' programmes may 
also attract the markets' 
attention. 

Last week the commission 
reported that Baghdad was 
continuing to thwart UN 
inspectors trying to track 
down materials used by Iraq 
in its attempts to btiild 
weapons of mass destruc- 
tion. Any renewed confron- 
tation between the West and 


Iraq could have implications, 
for the oil far food pro- 
gramme. 

Oil traders will also be 
digesting the latest monthly 
report from tbe International 
Energy Agency. 

The IEA, which monitors 
world energy trends on 
behalf of the main industria- 
lised countries, has revised 
upwards its estimate of 
incremental demand growth 
for tbe year. 

It now expects incremental 
global demand for 1997 to 


average 2 m barrels a day - a 
2.7 per cent rise - compared 
with its earlier estimate of 
1.8m b/d. The figure was 
revised upwards to take 
account of strong demand 
growth in the US, CMna and 
the countries of the former 
Soviet Union. 

The latest IEA forecast 
suggests that total global oil 
demand for the year will 
average 78.7m b/d. Oil 
demand next year is expec- 
ted to rise by Lfim b/d. or 2.4 
per cent, to 75.5m b/d. 


... to test strength of German recovery 


Foreign exchange dealers 
should have -ar livbiy week' 
certainly when . US trading 
resumes after today's Colum- 1 
bus Day break. *V ^ . ■% 

Several pieces moved on; : 
the . market’s great chess- - 
board last week. The Bund- 
esbank, worried, by price . 
rises, raised its repo rate for 
the first ,tnne in five years; 
the Italian government fell, - 
encouraging doubt as to 
whether the country could 
qualify fin: European mone- 


tary tmfon- and Alan Green- 
span, chahinah of the Fed-; 
eaad Reserve, warned that US 
inflattosLwas a threat. These 
themes should devpkjp this 
weekend dominate trading. 

The market wants to know 
Iff the German rate rise was 
the first of many or tbe tost 
until next year. How strong • 
Germany’s recovery is Will 
be clarified by August retail 
sales data and lib’s survey of 
the west German business 
climate for September. - 


Traders • increasingly 
■ believe the Fed will raise US 
rates on November 12, when 
its open market committee 
next meets. Last Friday, 
higher than expected US pro- 
ducer price figures for Sep- 
tember strengthened this 
belief. The market will scru- 
tinise September US retail 
sales figures on Wednesday, 
and consumer price data on 
Thursday.;. . 

- But prices are not the only 
factor -that will sway the 


Fed. Mr Greenspan said tost 
week the recent strong 
American job growth was 
“unsustainable". So if output 
data continue to emerge 
firm, tbe Fed might raise 
rates even if consumer 
prices remain as tame as 
they have been for years. 
The US September industrial 
production figure, released 
on Friday, will be important 
In Italy, President Oscar 
Luigi Scalfaro Is trying to 
assemble a new government 


that can take the country 
into Emu. The political crisis 
last week prompted a modest 
fall in tbe lira, which closed 
in London on Friday at 
L984A to tbe D-Mark. 

The lira’s drop was small 
because the market still 
expects Italy to join Emu at 
its start in 1999. This means 
that if Mr Scalfaro cannot 
find a government and has 
to call an election, the cur- 
rency could well drop signifi- 
cantly. 


PARIS 

The leading CAC 40 index 
was was back under 3,000 on 
Friday following tost week’s 
negative news, but still 
within reach of the 8,094 
record hit on October 3. 

The words of warning 
from tbe US Federal Reserve 
and the Bundesbank-led 
upward flip for European 
interest rates combined to 
“check sentiment rather 
than deflate it", as one coun- 
try analyst put it 

This week the current run 
of “bid” stories could move 
on apace, to judge by Fri- 
day’s move by Casino to bol- 
ster its defences against the 
unwelcome attentions of 
Promod&s. It is paying 
FFr900m for a 21 per cent 
stake in Galeries Lafayette’s 
expanded supermarket busi- 
ness. The big results centre 
on Suez-Lyonnaise des Eau 
and SGS Thomson. 

MILAN 

Italian equities shrugged off 
last < week's political crisis 
with splendid nonchalance. 
The Prodi government may 
have re si gned, throwing into 


I CROSS BORDER M&A DEALS 


additional deregulation, tax 
reform and property-related 

steps by October 20. 

However, economists said 
tbe package is unlikely to 
have significant impact, as 
the LDP would have to 
negotiate any meaningful 
tax reform and deregulatory 

measures with bureaucrats 
and the two other parties in 
its parliamentary coalition. 

“The best we can hope for 
on the fiscal side is some 
minor tinkering with income 
and corporate taxes, but 
nothing like the Y2,000bn in 
tax cuts that opposition 


doubt Italy's plans to join 
the European single cur- 
rency in the first wave, but 
the broadly-based Mibtel 
index lost a bare L4 per cent 

Investors remain curiously 
sanguine about Italy's 
chances of making it into 
Emu, an important factor in 
stock valuations, because 
shares have soared on the 
back of economic conver- 
gence. This optimism stems 
partly from a belief that 
Italy ha« made too many sac- 
rifices to stop now. 

Analysts expect the mar- 
ket to keep its nerve while it 
awaits the next political 
developments, possibly next 
Tuesday when President 
Scalfaro may ask someone to 
form a new administration. 

ZURICH 

Swiss pharmacenticals, a 
strong sector performer on 
Friday, will see further 
action this week as nine- 
month sales figures begin to 
emerge. Roche is expected to 
announce a 19 per cent rise 
in sales, with currency fac- 
tors and strong growth rates 
in leading drug products 
leading the upturn. 
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Regional Broadcaster 
(Australia) 
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$6 1m 

Trenwyth Industries (US) 

Budding 

materials 

$14 5m 
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parties are seeking, ” said 
Brian Rose of SBC Warburg 
in Tokyo. 

The tax cuts, if 
implemented, could boost 
corporate profits by about 3 
to 4 per cent. But in the 
climate of growing 
pessimism, they are unlikely 
to kick-start the economy . 

“It is doubtful the package 
will include any surprising 
reversal of fiscal policy, but 
there is en o u g h unce r taint y 
to make the markets jittery 
next week,” said Ron 
Bevacqua at Merrill Lynch. 


TT J- 

A 19 pear cent sales gain is 
also expected at dba Speci- 
ality Chemicals, which 
reports on Thursday. UBS 
said favourable currency 
trends were likely to contrib- 
ute 12 points of the increase. 

The broker consensus for 
Novartis, which reports on 
October' 23, is sales growth 
of 17.5 per cent. Zurcher 
Kantonalbank, which last 
week reiterated its over- 
weight recommendation, 
expects third-quarter turn- 
over to rise 182 per cent to 
just over SFi7bn. 

HONG KONG 

The stock market opens this 
morning after a three-day 
weekend in which European 
interest rates were pushed 
higher by the Bundesbank 
and the latest inflation indi- 
cator from the US - the PPI 
for September - was unin- 
spiring. Recent rises in US 
bond yields suggest property 
shares could be as active in 
the short term as tbe liquid 
big caps like HSBC and 
Hongkong Telecom. The 
China Telecom float, which 
may raise up to US$3bn, gets 
under way this week. 
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MARKETS: This Week 


EMERGHKr 

- - u - ' 

Brake put on sub-Sahara 




tkX&i mass**** 


Changes in the weather, 
political instability and gen- 
eral profit-taking have com- 
bined to act as a brake on 
the advance seen in sub- 
Saharan Africa’s stock 
exchanges in the last two 
years. 

The region escaped 
broadly unscathed from 
south-east Asia's recent cur- 
rency and stock market tur- 
moil, which some analysts 
believe was the first real test 
of Africa's ability to stand 
tip to a change in sentiment 
in global markets. 

But in spite of that resil- 
ience, there has been little 
chance for Africa to escape 
the factors that have always 
tested the region's econo- 
mies and markets. 

■ Zimbabwe offers the most 
stark reversal in the region. 
The country's stock 
exchange was one of the best 
performing emerging mar- 
kets in 1996, soaring by 
92-5 per cent 


Zimbabwe 
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But having moved further 
ahead in the first half of 
year, the Zimbabwe Stock 
Exchange index started to 
decline in August. In Sep- 
tember alone, the ZSE tum- 
bled 162 per cent, bringing 
its loss for the year to date 
to around 5.2 per cent 
Analysts cited recent 
exchange rate weakness and 


Emerging mar te te IFC weekly hvestable price Indices 
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general profit-taking follow- 
ing the market's extended 
bull run as one factor b ehind 
the retreat But many spe- 
cialists have also pointed to 
the fears over the potential 
damage that the El Nifio 
weather phenomenon could 
have on the country’s agri- 
cultural sector. 

Agriculture re mains one of 
the country's main foreign 
exchange earners and 
employers, and several listed 
companies are connected to 
(he sector. Few wish to be 
reminded that the market 
fell by 80 per cent following 
the 1991-92 drought, while 
corporate earnings fell 48 per 
cent in 1992 as the economy 
absorbed the impact 

But Jonathan Garner, 
director emerging markets 
strategy at Robert Fleming 
Securities, believes the El 
Nino fears have been over- 
done and says Zimbabwe is 
now better equipped to cope 
with a drought 

His concerns are to do 
with government policy. He 
said: “The recent proposals 
to fund veterans' pensions 
would, if implemented, 
increase the planned budget 
deficit from &i per cent to 11 
per cent oF GDP.’' 

However, it was the reality 
of a drought in the first half 
of this year in Kenya that 
helped trigger a decline in 
that country’s stock market. 
One effect has been a 40 per 
cent reduction in the coun- 
try’s lucrative tea crop, hit- 
ting earnings at several agri- 
culture-related companies, 
such as Brooke Bond, the 
Nairobi-listed company con- 
trolled by international 
foods giant Unilever. 


However, 1 other factors 
have also played a part is 
the decline. Politically- 
related violence triggered a 
slide in the Kenya aiming 
and hit the tourist sector as 
holidaymakers shied away. 

Analysts suggest the vio- 
lence may also have scared 
off potential foreign inves- 
tors, while open disagree- 
ment between the IMF and 
the government over corrup- 
tion also did little to 
enhance sentiment. 

But recent weeks have 
seen bargain hunters move 
into the Kenya market, with 
stocks such as agricultural 
group Sasini and Kenya Air- 
ways said to be proving par- 
ticularly attractive. Having 
fallen 12 per cent by early 
September, the Kenya mar- 
ket now shows a rterite* on 
the year of a mere 1 A per 
cent in dollar terms. 

Nigeria, another strong 
performer last year, has 
fa ll en back this year as a 
combination of profit-taking 
and a decline in general 
domestic demand has taken 
hold. This year, the market 
has dropped by 3.6 per cent 

There have been further 
disappointments - the 
delayed opening of the stock 
market in Tanzania and the 
faltering start seen on Ugan- 
da's newly opened bourse. 

However, it is not all 
gloom, and analysts are keen 1 
to point to successes in the 
region's smaller markets. 
The Botswana market has 
not only reversed last year's 
17.3 per cent decline, hut 1 
advanced 113.4 per cent so 1 
far this year, while Zambia ; 
has been even stronger, 
gaining 136.2 per cent A 
more modest rise of 9.7 per 
cent has been recorded in 
the Namibia market 

Explaining the reason for 
the advance in the grrmrw 
markets, Christopher Har- 
tland Peel Africa analyst at 
South Africa's Standard 
Bank, said: "Investors are 
reassured by the low level of 
lending of the local commer- 
cial banks, which has pre- 
vented asset price bubbles as 
in the Asia economies." 

He added: “Typically, most 
of the listed companies have 
conservative finanHni struc- 
tures, and low debt-toequity 
ratios.” 
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GOVERNMENT OF PAKISTAN 

PRIVATISATION COMMISSION 


REQUIRES 



A LEAD MANAGER FOR 

THE DIVESTITURE OF GOVERNMENT SHARES IN 


MUSLIM COMMERCIAL BANK LTD. 


Government of Pakistan 
intends to divest its 25% 
shares in Muslim 
Commercial Bank Ltd. 
(MCB) through the capital 
markets. A Lead Manager 
(LM) is to be appointed to 
sell these shares through 
"Book Building” and/or 
“Underwriting" exercise. 
The LM will be 
responsible for all 
activities leading to the 
proposed divestiture. 


MCB is in its 50th year 
of operations and since 
its privatisation in 1991 
is the most improved 
commercial bank in 
Pakistan in terms of 
Market Share and 
Profitability. Besides 
overseas presence in 
five countries, MCB has 
an extensive Domestic 
Network of over 1300 
branches all over 


Pakistan. The total 
assets (excluding 
contra) of MCB amount 
to Rs. 135,479 million 
(apprx. US$ 3,377 
million) with a deposit 
base of Rs 112,965 
million (apprx. 
US$2,815 million). The 
Bank has a net 
Loan/Investment 
portfolio of Rs. 105,827 
million (apprx. US$ 
2,638 million). Total 
Equity of Rs. 3,490 
million (apprx. US$ 87 
million) as at 31/12/96. 


(or equivalent USS) latest 
bv Monday. 27th of 
October 1997. 


The applicants should 
submit an “Expression of 
Interest (EOI)" along with 
a non-refundable 
processing fee through a 
Bank Draft favouring 
“Privatisation 
Commission. 

Government of Pakistan" 
amounting to Rs. 1 OCLQQO 


Applicants submitting EOI 
shall be given detailed 
Terms of Reference 
(TOR) for the assignment 
from 20th October to 
27th October. 1997 . In 
response to the TORs the 
applicants shail submit 
their bid, comprising 
Technical bid and 
Financial bid in separate 
sealed envelopes latest 
by Monday, 3rd of 
November, 1997 at the 
address given below, 
after which technical 
short listing shall be 
conducted. Date for the 
presentations, if required, 
shall be notified to the 
shortlisted applicants ■ 
only. 


For further information contact: 
Tariq Mir 
Pro]ect Manager 
Tel. No. (9251) 920 1955 
Fax. NO. (9251) 920 3076 


Ahmad Waqar, Joint Secretary 
Privatisation Commission, 
Government of Pakistan 

5-A, Constitution Avenue, Islamabad, Pakistan 
Tel: (9251) 9203881/9205146 
Fax: (9251) 9203076 


The US Treasury ' bond 
market appeared to be jolted 
sharply off course last week. 
The cause, predictably, was 
a public pronouncement by 
Alan Greenspan, the chair- 
man of the Federal Reserve. 

Mr Greenspan’s testimony 
to tbe House of Representa- 
tives' budget committee last 
week caused Immediate 
sales of bonds, with the 
benchmark 30-year Issue 
slipping by a full point 
within minutes. 

While his public comments 
are always carefully bal- 
anced, the market took 
fright at Mr Greenspan's 
decision to speak at length 
about jobs, and to explain, 
using basic economic con- 
cepts, that a tight labour 
market would ultimately 
lead to hi ghar inflatio n. 

Two days later came pro- 
ducer price index inflation 
figures for September, which 
weighed in at 0.5 per cent, 
more than double most ana- 
lysts' projections for the 
“headline” rate. 

The long bond fell another 
full point, and was followed 
by similar falls across the 
yield curve, as traders 
appeared to batten down for 
further evidence of a recur- 
rence of inflation, and for 
a monetary tightening by 
the Fed. 

By Friday's close, the 
30-year bond had slipped to 
99%, down 7a for the day, to 
yield 6.421 per cent, its high-' 
est level since September 15, 
and IS basis points above its 
level before Mr Greenspan 
started to address Congress. 

The yield curve was barely 
changed, with the difference 
in yield between 30-year 
bonds and two-year notes 
still at 60 basis points, 
only one point higher than 
it bad been before Mr Green- 
span spoke. 

Robert Brusca, chief econ- 
omist at Nikko Securities, 
said that the Friday report 
had “added the fear of God 
to the fear of Greenspan". 


However, a detailed analy- 
sis of last week's events sug- 
gests that the signs are 
ambiguous, many econo- 
mists still do not expect a 
rate rise from the Fed. If it 
happens, they say, Mr 
Greenspan wiD require fur- 
ther evidence from economic 
figures to justify it 

The producer price figures 
produced a nasty “headline” 
ahnr.k . but all of the excess 
compared with expectations 
would be attributed to fac- 
tors with little relevance to 
overall pressure on prices - 
the increase in tobacco 
prices that producers had 
already, said would be neces- 
sary to cover the cost of 
their agreement with state 
attorneys general; and motor 
vehicle prices, which had 
been expected to fall because 
of customary discounting 
before the launch of. new 
models in October. 

Discounting bad taken 
place earlier than usual this 
year, so there was no further 
fall in car prices last month, 
contributing to the higher 
than expected figure. 

The sharp reaction to the 
data seemed more an indica- 
tion of sentiment following 
Mr Greenspan's testimony 
than a direct response to the 
information. 

Ed Yardeni of Deutsche 
Morgan Grenfell, who 
believes there will be no 




ti ghtening this year, pointed 
out that a Bureau of Labor 
Statistics official had said 
there were “still no signs of 
rising price pressure in the 
pipeline”. 

Others believe the Fed will 
need more evidence that 
inflation has returned before 
tailing action. 

According to Mr Brusca, of 
Nikko: “If we get poor 
reports of inflation In 
November too, that would 
probably be the final turn of 
the screw. Greenspan needs 
evidence of inflation before 
he ran chance wiling the 
goose that lays golden fiscal 
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Jbhn w illiams of Bankers 
Trust Research said: Ted 
ti ghtenin g seems inevitable, 
though the precise timing 
remains uncertain. By 
speaking out thia week, Mr 
Greenspan may have 
smoothed the way for the 
Fed to act earlier rather 
than later." Mr Williams also 
said the market would need 
to watch employment data 
very closely. 

The significance of last 
week's market moves can be 
overstated because they 
were inspired by technical 
factors. The market closed 
early on Friday afternoon, 
and traders were also con- 
scious that they had a long 


weekend ahead of than, as it 
is closed today fbr the 
Columbus Day holiday. 

And the clearest indicators 
suggest that the market Is 
still not priced for a full 
tig htening by the end of the 
year, although ft . does now 
reflect some possibility that 
this will happen. 

Kevin Logan, chief market 
economist at Dresdnar Klein- 
wort Benson, points out that 
the market is still not priced 
for a full 25 basis points 
tightening by the end of 
this year. 

Looking at the Eurodollar 
futures market which exists 
essentially to allow traders 
to hedge against shifts in 
interest rates by central 
banks, and which moves far 
more swiftly than the US 
Treasury market, Mr Logan 
points out that dealers 
appear to have priced in an 
Increase in rates of only 10 
basis points by the end of 
December. ' 

However, the same indica- 
tor suggests there will be a 
full 25 basis point tightening 
by next June. 

Mr Logan said: “The 
futures market is saying 
that the probability that 
there will be a rate hike 
some time between now and 
June is high; and it has been 
priced in." 
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Appointments 
Advertising 


USD 140,000,000 


appears in the UK edition 
every Monday, Wednesday 
& Thursday and in the 
international edition 
every Friday. 


For further Information 
please contact: 
Toby Finden-Crofts 
+44 0171 873 4027 


CRI INSURED 
MORTGAGE 
ASSOCIATION INC. 

Guaranteed Secured 
Hoathre Kate Notes 
due 1998 

Interest Rate 6% 

Interest Period 

October 10, 1997 
January 12, 1998 
Interest Amount due on 
January 12, 1998 per 

USD 2 6.65179 USD 41754 
gg RANQUE G&tffiKALE 
asg du Luxembourg 
Bank 



(aode«sneDt 
ALTUS FINANCE SA.) 

jpy 20 , 000 , 000 , 000 .- 
Ftnd/RoaitaK Race Notes 
Ore 1999 


Manned that the race Mur the 
coupon 11*13 tes here fisted 
m 0.83125 % Cor dK period 
st ar tin g on 06.10.1997 nedl 
04.01.1998, indeshc 
(represanOBg a period 

of 91 dqo)- 


Tha coopoo wM be payable 
on 05.01.1998 re the price of 
JFT 210,122.- 
Tbe (bed nod Principal 
Paying Agree 


CREDIT LYONNAIS 
LUXEMBOURG SLA. 


AIRISH 


PERMANENT 


KJUDfflC 50OETT 


£100,000,000 
Floating rate notes 1998 


Notice is hereby given tfraf for 
the interest period from 
9 October 1997 to 9 January 
1993 the notes will carry an 
interest rate of T.67l09% per 
annum. Interest payable on 
9 January 1998 will amount to 
SI91 35 per 30, 000 note and 
SJ.933.54perM)0, 000 note. 


Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


PREPARING FOR EMU - 
THE BUSINESS 
PERSPECTIVE 


The FT is running a series of Breakfast 
Seminars to be hosted by Quentin Peel, 
Foreign Editor. 


The seminars will examine how EMU is likely 
to impact business and how European 
companies are preparing for it. 


Seminars will be held in the following 


UK cities: 


Belfast 

Manchester 

Bir mingham 

Edinburgh 


- 5 November 

- 13 November 

- 4 December 

- TBA 


In Association with 


Limited places are available at a cost of £50: 


If you would like to attend any of 
the above please contact Julie Arnold on 
Tel: 44 (0)171 873 4816, Fax: 44 (0) 171 873 
3595 or email JulieAmold@FT.com. 

(Places are limited) 
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THE PHILIPPINES 



As political and economic 
uncertainties damage 
prospects, Justin Marozzi 
asks What the country must 
do to achieve lasting stability 

Confidence 
shaken by 
new turmoil 


Five years into an economic 
turnaround that has 
impressed even the most 
cynical of observers, uncer- 
tainty. the old enemy of mar- 
kets, has returned to stalk 
the Philippines. 

Question marks loom on 
both the political and eco- 
nomic fronts. All eyes are 
fixed on May II next year, 
when -Filipinos are due to go 
to the polls to elect a succes- 
sor to the president, Fidel 
Ramos. 

Until last month, the noise 
from the campaigns of aspir- 
ing presidential candidates 
was drowned out by the 
debate on whether or not Mr 
Ramos, a successful and 
widely admired president, 
should be allowed to run 

a gain 

Uncertainties, too. han g 
over the economy. Nineteen 
ninety six was another 
strong year in which gross 
national product (GNP) grew 
by 6^ per cent, the country 
registered its third consecu- 
tive budget surplus and nnre 
again outperformed the 
region with export growth of 
18 per cent But now a more 
bearish sentiment has re- 
emerged. 

Hard on the heels of the 
Thai fina-nrffl l crisis that, led 
to the baht float in July, 
speculators turned on the 
Philippine peso. Within 
days, after more than $ibn 
of intervention and puui- 
tivejy high interest rates . had 
failed to deter them, the cen- 
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tral bank succumbed and the 
peso sank 10 per cent It has 
since lost as much as 36 per 
cent against the dollar, 
unleashing fresh inflation- 
ary pressures and fears of a 
sharp slowdown. For the 
first time during the Ramos 
presidency, the government 
announced a fall in eco- 
nomic growth, with the first 
half GNP growth rate 
retreating from 7.5 per cent a 
year ago to 5^ per cent. 

“All the gains since 1992 
have flowed from political 
stability," says Keith Craig, 
managing director of Indo- 
suez WJ. Carr Securities in 
Manila “But recent months 
have seen an unfortunate 
coincidence of negatives - a 
downturn in the business 
cycle, currency turmoil and 
increased political rumblings 
that will not die until May 
1998. Investors' decision- 
making horizons are thus 
stretching into next year." 

Many now feel Mr Ramos, 
who enjoys a reputation as a 
formidable political operator, 
overplayed his hand in the 
fierce debate about constitu- 
tional change, a process that 
would have lifted limits on 
the number of terms elected 
officials could serve and 
allowed hhn to stand for a 
second term. After the Sen- 
ate voted 23 to <me against 
constitutional change last 
December and the Supreme 
Court delivered a ruling In 
June against the so-called 
“people's initiative" to 
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amend the charter, most 
believed Mr Ramos’s bid for 
re-election had finally been 
squashed. 

That the campaign per- 
sisted in another guise, with 
a short-lived attempt by Con- 
gress to turn itself into a 
constituent assembly to 
amend the constitution 
merely increased suspicions 
of Machiavellian intrigues 
on the part of the Ramos 
camp to keep its man in 
power. 

Last month, a 600,000- 
strong protest rally called by 
Cardinal Jaime Sin. the 
archbishop of Manila finally 
persuaded Mr Ramos to lay 
the issue to rest and rule out 
a second term. In scenes 
evoking the 1986 EDSA revo- 
lution that tippled the dicta- 


torial Ferdinand Marcos, the 
crowd roared with approval 
as former president Corazon 
Aquino assured Filipinos 
that people power would 
once again prevail over the 
"enemies of democracy". 

With Mr Ramos's undignif- 
ied departure from the r anks 
of presidential contenders, 
the candidacy of Joseph 
Estrada, the former film 
star, now looms larger. Mr 
Estrada has been the consist- 
ent leader in the polls but 
bis populist rhetoric has 
done little to eDdear him to 
the financial community. 

As attention shifts to Mr 
Estrada and the handful of 
other presidential candi- 
dates, Mr Ramos has been 
left to rehabilitate a reputa- 
tion tarnished by the 


lengthy and polarising 
debate. 

Few. however, doubt his 
government's achievements: 
the return of political stabil- 
ity after half a dozen coup 
attempts against Mrs 
Aquino; an end to the 
chronic power shortages 
that wreaked havoc on 
industry; deregulation: a 
wave of privatisations; sub- 
dued inflation; liberalisation 
of financial markets; buoy- 
ant export growth; monopo- 
lies dismantled in the tele- 
communications, oil, civil 
aviation, shipping, water 
and power industries: the 
opening of the domestic 
b anking sector to 10 foreign 
banks. All these have helped 
rekindle a moribund econ- 
omy. restore national pride 


and bring talk - perhaps 
premature - of a new addi- 
tion to the ranks of Asian 
tigers. 

But persistent compari- 
sons with Thailand (the Phi- 
lippines' closest economic 
cousin), where a financial 
meltdown has put an abrupt 
end to a decade of tigerish 
growth, have also reinforced 
doubts. 

Although no-one believes 
the scale of the problem in 
Manila is comparable, the 
banking sector looks 
strained after a reckless bout 
of cheap dollar borrowing to 
fund excessive loan growth. 
According to the central 
bank, property loans repre- 
sent 11 per cent of banks' 
debts but because of the ease 
with which lending can be 
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Signs of die times . . . Corazon Aquino and Cardinal Jaime S*i (toft) 
emerge triumphant from a mass raffy (above) in protest at the 
p re si dent' s plans for constitutional change. Meanwhile, the peso’s 
plunge has led to frenzied foreign exchange dealing (below) ap 
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classified under different 
labels, such as manufactur- 
ing, most analysts believe 
the figure to be higher. 

Fears of a looming prop- 
erty downturn have also 
been intensified by persis- 
tent rumours that two lead- 
ing groups, Megaworld and 
Empire East, are on the 
verge of bankruptcy. The 
stock market - heavily 
weighted towards real estate 
groups - has taken a batter- 
ing ever since It hit an 
all-time high in early Febru- 
ary. Last week the index was 
languishing 43 per cent 
down on that high. 

Anxieties have been com- 
pounded by the storm that 
has lashed the region’s cur- 
rency markets and battered 
the peso. Interest rates. 




raised by the central bank in 
a fruitless bid to defend the 
currency, are hurting com- 
panies - which were already 
reporting disappointing first- 
half results. In August, 
Megaworld warned the rates 
would damage industry. 

High rates are also expec- 
ted to bring a series of bank- 
ruptcies as signs emerge of 
financial difficulties in a 
number of local groups. 
Some economists fear the 
aftermath of the currency 
turmoil may also herald the 
return of double-digit infla- 
tion, a familiar curse of the 
past 

“There are lots of question 
marks popping up," says 
Neil Saker. head of regional 

Continued on page IV 
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Like a forest, Ayala 
Corporation is constantly 
flourishing. Thriving in the 
industries of Food production, 
electronics, automotive 
products, and infrastructure. 
And like a Forest, we are 
always the same. For 1 62 
years, our vision has guided 
us through every challenge — 
preparing us For the new 
challenges of tomorrow. So 
when doing business in Asia, 
choose Ayala Corporation of 
the Philippines. Because 
whatever your business, we 
can make it grow. 
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ECONOMY * by Justin Marozzi 


Several stripes short 
of a new Asian tiger 


The success of 
reforms has been 
undermined by 
both regional and 
local weaknesses 

When speculators preying on 
the region’s foreign 
exchange markets forced the 
Philippine central bank to 
abandon the peso's implicit 
peg to the dollar in July, 
they put an end to talk of a 
new Asian tiger. 

fTom a position in which 
almost all fundamentals bar 
a widening trade deficit 
appeared encouraging, eco- 
nomic indicators have taken 
a downturn in the past three 
months. The currency tur- 
moil that has swept across 
south-east Asia cost the cen- 
tral bank $2bn in reserves in 
its unsuccessful defence of 
the peso, which has since 
slumped by as much as 38 
per cent against the dollar. 

First half company results 
have disappointed, the stock 
market has been in freefaH 
and inflationary pressures 
have been gathering steam. 
Punitively high interest 
rates used by the central 
bank to protect the currency 
are expected to contribute 
Anther to the slowdown. 

In August, for the first 
time since President Ramos 
came to office in 1992, eco- 
nomic growth slowed, with 
first half gross national 
product (GNP) retreating 
from 7.5 to 5.9 per cent The 
government will shortly 
announce its new growth 
target for 1997, having 
admitted it wfil not meet its 
original forecast of 7 to 8 per 
cent Last month. Deutsche 
Morgan Grenfell down- 
graded its forecasts for 1997 
and 1998 to 4.6 and 3.8 per 
cent respectively. Some 
economists are even more 
pessimistic. 

In these conditions, fever- 
ish speculation about the 
date of graduating from 
what was expected to be the 
country's last International 
Monetary Fund (IMF) pro- 
gramme after a 35-year rela- 
tionship has given way to 
gratitude for the fund's 
assistance. In the first use of 
IMF emergency procedures 


drawn up in th* aftermath of 
the Mexico financial ma lt, 
down, the Philippines was 
given access to loans of just 
over glhn. 

"People’s expectations of 
the Philippines always run 
ahead of the fundamentals 
and the corrections to those 
expectations can be painful,” 
argues Angus Armstrong, 
chief economist for Asia at 
Deutsche Morgan Grenfell in 
Singapore. "The country got 
too caught up in aping Thai- 
land, took its eye off the bon 
in the banking sector and 
made no real progress on the 
comprehensive tax reform.” 

Following a period in 
which prices in the capital's 
central business district of 
Makati rose threefold in 
three years. Manila property 
developers are now bracing 
themselves for weaker 
demand and softer prices, 
brought on by soaring inter- 
est rates and the wider eco- 
nomic downturn. Although 
most property companies 
have low gearing, there is 
concern about the level of 
their off-balance sheet finan- 
cing. Throu gh out the year, 
two leading property groups. 
Megaworld and Empire East, 
have been denying rumours 
that they are in dire straits. 

The health of the banking 
sector has also become a 
serious concern. After 
aggressive cheep dollar bor- 
rowing to finance meteoric 
loan growth of 140 per cent, 
h anks are now starting to- 
pay the price of bad debt In 
March, 24 banks were hit 
when Victorias Milling, the 
country's largest sugar com- 
pany, announced it was 
unable to service loans of 
$232nt In the past month, 
high interest rates have 
taken their toll at several 
high-profile businesses, 
including food group Vitar- 
ich, home appliance manu- 
facturer Nikon Industrial 
and the diversified EYCO 
group. 

One bright spot is a consis- 
tently robust export perfor- 
mance - better than that of 
the country’s south-east 
Asian neighbours. For the 
first half of the year, 
exports, led by electronics, 
improved 22 per cent, follow- 
ing growth of 30 per cent in 


1995 and 18 per emit in 1996. 

The economy remains, 
however, structurally under- 
diversified and heavily 
dependent an dollar inflows. 

The present regional finan- 
cial crisis will certainly 
deliver a sharp blow in the 
short term but, says David 
NeHor. the IMF’s representa- 
tive in Manila, it should 
concentrate minds on policy 

“I think it is fair to say the 
contagion effects have been 
much greater than expected 
but the fundamental 
improvement in the Philip- 
pine economy over the last 
three years means it should 
now be more resilient The 
importance of pursuing the 
reform agenda, including 
improving the domestic 
savings rate and maintain. 
ing a flexible exchange rate, 
has been underscored. A key 
element in that is a stronger 
fiscal policy, including tax 
reform.” 

After almost two years in 
Congress, tax reform has 
proved elusive, delayed by 
political grandstanding and 
fierce debate about exemp- 
tion levels and incentives. 
The tax reform, designed to 
ensure a steady flow of reve- 
nue as privatisation receipts 
dwindle, is the last obstacle 
to graduation from IMF 
supervision. It was initially 
held hostage by populist pot 
iticians in the lower cham- 
ber who suggested a tax 
exemption level of 146,000 
pesos for a family of six. At 
this level, according to the 
department of Bnancp, 87 per 
cent of wage-earners would 
be excluded and 35 bn pesos 
lost in revenue. An agree- 
ment should be reached later 
this month. 

An efficient tax system 
would help ensure the coun- 
try does not return to the 
era of deficits it appeared to 
have left behind. After three 
years of budget surpluses, 
the government has revised 
downwards its 1997 surplus 
forecast, and failure to move 
on the tax reform will only 
make matters worse. 

As if all this were not 
enough, the country’s embat- 
tled agriculture sector, 
which has long acted as a 
drag on the economy - it 
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grew at a sluggish 3.5 per 
cent in 1996 and has not 
improved this year - is set 
to suffer further at the 
hands of the El Nifto 
weather phenomenon. 

With political stability a 
key factor as the country 
plunges into a stormy elec- 
tion season and both the 
stock market and foreign 
exchang e market k hu shaky, 
in the short term at least the 
economy is bound for a 
sharp downturn. But assum- 
ing a smooth handover of 
power and a swift dose of 
medicine to revitalise the 
banking sector and creaking 
tax system, there could be 
longer-term rewards from 
this sudden reality chaHr 
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• Form of government: Under the 
1 967 conetitmtav government is 
based on separation of powers 
between executive pre si dency, 
bi ca mer a l hQltiaw id ^dependent 
ludctey 

• The executive: Resident te chief 
executive, heed of state and 
eommandeNn-cMel: serves no more 


C24 members) and a House of 
Representatives 004 menfeera): 

senators nsfionafly etaetedforeix- 
yesr terms: representatives sit fer 
thrae yo ar terms 

- Legal systems Baaed on commo n 
law; 1987 constSution contains BO of 
Rights and preec r toes a judiciary WBh 
Supreme Court at apex 
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than one sbe-year term; may approve 
bits passed by Congress or mey 
exercise veto which can be 
overridden ortfy by two-thWs majority 
of Congress; cabinet a p p o int m ent s 
subject to approval by Congres s ional 
Commission on A ppo int m ents 
» Notional legislature! Congress of 
the PbNpi*xe consisting of a Senate 
7 73S 


(presidential and conffBestand); 

May 1995 (House of Reprasentattvee 
and half the Senate); next elections 
due May 1998 (praeUsntM and 
congresstanafl 

« Nations) government Hdet Ramoe 
beo a me president an June S0 1992. 
Vice president is Joseph Estrada 


POLITICS • by Justin Marozzi 


Exit Ramos, pursued by a scare 


Dark shadows 
hang over the 
final months of 
the presidency of 
Fidel Ramos 

As an exuberant crowd of 
600,000 cheered Cardinal 
Jaime Sin, the archbishop of 
Manila, and former president 
Carazon Aquino at a mass 
rally in Manila last month, 
Fidel Ramos, the president, 
must have wondered what 
had gone wrong. 

Within the short space of 
two months, Mr Ramos's 
image had taknn a battering. 
Once a hugely popular 
champion of Philippine 
democracy and economic 
growth based on extensive 
liberalising reforms, he had 
been demonised as another 
Ferdinand Marcos presiding 
over an economy in tatters. 
If political rhetoric were to 
be trusted in this, Asia's 
most unruly democracy, Mr 
Ramos was a dictator, the 
presidential elections to 
elect his successor next May 
were going to be cancelled 
and the country was on the 
brink of recession and mar- 
tial law. 

Amid the notoriously mer- 
curial world of Philippine 
politics, the September 21 
rally represented a rare 
watershed. This was the 
decisive end to “cha-cha”, 
the popular abbreviation for 
the long-running “charter 
change” campaign to remove 
term limits on elected offi- 
cials aTiri allow Mr Ramos, 
the most successful presi- 
dent yet, to run for a second 
term. The present 1987 con- 
stitution, framed under Mrs 
Aquino in response to the 
reluctance of Mr Marcos to 


depart from tiiw presidential 
palace, limits the president 
to a single six-year term. 

“We are here to tell the 
people who want to stay in 
power, by martial law or 
char ter chang e; *N0 Way and 
never ag ain, ’” Mrs Aquino 
proclaimed emotively. “Do 
your wont, we will do our 
best to stop you. And we the 
people will prevail’” 

Driven into a corner by 
mounting and vociferous 
opposition from big busi- 
ness, from the powerful 
Roman Catholic church and 
from political leaders such 
as Mrs Aquino who sus- 
pected Mr Ramos was him- 
self directing the whole cam- 
paign, the president was 
defeated and forced to rule 
out a second term. The con- 
stitutional change debate, up 
to then the single most 
important and passionately 
disputed political issue of 
the year, had died. 

The problem for Mr Ramos 
is that attempts to repair the 
damage, restore his standing 
and reaffirm his influence 
over the succession process 
are now being undermined 
by the worsening economic 
fall-out from the regional 
currency crisis. As the coun- 
try starts to feel the impact 
of higher oil prices and 
braces itself for increases on 
other basic commodities, the 
economy is becoming a polit- 
ical touchstone. 

“More than ever before, 
this presidential election is 
heavily dependent on the 
country’s economic perfor- 
mance because that is the 
central item in Ramos's 
political platform,” says 
Alex Magna, professor of pol- 
itics at the University of the 
Philippines. “Before the 
regional crisis broke out, one 



The president history wBI judge him more kmfly 


could say fairly comfortably 
that the president would 
play a defining role in decid- 
ing the process of succes- 
sion. That is no longer a 
given and until the peso 
begins recovering, Mr Ramos 
is in a very vulnerable posi- 
tion.” 

For those in favour of con- 
tinuing the process of eco- 
nomic reform, the timing of 
the downturn could hardly 
have been worse. It plays 
into the hands of populist 
opposition candidates such 
as Joseph “Erap” Estrada, 
the former movie star and 
much-loved vice-president, 
offering them carte blanche 
to grandstand an the free- 
market reforms that have 
.until now proved so success- 
ful Business shudders at the 
prospect of life under Mr 
Estrada, whom many feel 
would plunge the country 
back to the cronyism of the 
Marcos years. Worryingly 
for international investors, 
too, Mr Estrada has consis- 
tently led the polls. 

Although the past five 
years of growth have wit- 
nessed the emergence of a 


new urban middle class, eco- 
nomic advances have not 
been widely shared. How- 
ever flimsy they appear from 
Manila’s central business 
district of Makati, for the 35 
per cent of the population 
who remain below the pov- 
erty line. Mr Estrada’s theat- 
rical promises of sufficient 
food supplies at affordable 
prices, all-out war on corrup- 
tion and enforcement of law 
and order may prove 
extremely seductive. 

“The danger of Estrada is 
not that he would reverse all 
the Ramos reforms. Like 
everyone else he signs up to 
the consensus on economic 
policy that Ramos has cre- 
ated,” says a western diplo- 
mat in Manila. "The danger, 
rather, Is that an Estrada 
administration would herald 
a return to government for 
ffie benefit of the few. The 
damage to the country's 
economy and growth pros- 
pects could be severe.” 

Although Mr Ramos's pro- 
longed manoeuvring over 
constitutional' change ban 
pushed important issues 
such as the long-awaited and 


urgently needed tax reform 
from the top of the agenda, 
it has succeeded in wrong- 
footing the opposition cast, 
delaying their campaigns, 
and postponing the onset of 
a lamp duck presidency. In a 
political climate that lends 
such weight to personalities 
this is a significant achieve- 
ment 

As aspirants jostle for the 
presidential "anointment” - 
an endorsement that may 
add up to 25 per cent to a 
candidate’s vote - Renato de 
Villa, who recently resigned 
as defence secretary, has 
emerged as the most likely 
choice, despite failing to daz- 
zle in the polls. A de Villa 
presidency would be expec- 
ted to send, out strong “busi- 
ness as usual” si gnals and 
mean continued commit- 
ment to the reform process. 
Whoever emerges as the 
administration' candidate, 
however, can expect a bruis- 
ing encounter with Mr 
Estrada in May. 

History will judge Mr 
Ramos more kindly than the 
undignified outbursts of 
recent weeks. As Mr Magno 
observes: “For a neophyte 
politician and a minority 
president with a minority 
party, he has always been a 
step ahead of his opponents. 
Very quietly, without the 
braggadocio of Marcos or the 
sentimentalism of Aquino, 
he has built up a nationwide 
political network which has 
allowed him to call the 
shots. He must now begin 
the endgame and dear the 
electoral field for Us succes- 
sor,” 

How long he can continue 
calling the shots will depend 
to a large extent on what 
happens to the economy 
between now and May. 


Hot favourites in the candidates’ race 
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BANKING • by Peggy HoMinger 


Bankers begin 
to see red 


After years of 
irresponsible 
lending, the level 
of bad debt is 
starting to rise 

Ranking in the Phili ppines is 

often mare of an art than a 
financial discipline. 

Take Philippine-style rela- 
tionship hanking , for exam- 
ple. Practised by most of the 
country's leading banks. It 
requires no due diligence 
before lending, and no credit 
checks of potential debtors. 

One banking analyst esti- 
mates tbat relationship 
accounts comprise some 
20-30 par cent of total lend- 
ing at the country's biggest 
banks. "Such practices make 
this a very hard sector to 
analyse,” he says. 

So it should come as no 
surprise, then, to find tbat 
banking shares have fallen 
by almost 60 per cent since 
the beginning of the year. 
True, the unease sparked by 
the region's currency tur- 
moil has affected sentiment 
But, equally, the sector has 
come under close scrutiny 
following the high-profile dif- 
ficulties of some borrowers. 
The sugar company Victo- 
rias Milling, for example, 
was earlier this year forced 
to re s tr u cture its 4.4bn peso 
debt, most of which was bor- 
rowed through relationship 
accounts with- many -of the j 
32 hanks that made - up its 1 
creditor group. ' - ■ 

In addition, the collapse of 
the Thai banking sector, 
which was heavily exposed 
to an over-hyped property 
market has raised questions 
about the true property 
exposure of Philippine 
banks. 

Officially, the central bank 
asserts that the country's 
banks have only about 11 
per cent of their loan portfo- 
lios exposed to the property 
sector. Unofficially, however, 
the figure could be double 
tbat, partly due to the 
nature of relationship 
accounts. "On a relationship 
account, loans are booked 
under anything the banker 
wants, but it does not have 
to be used for that," says 
another analyst 

Most of the banks deny 
that there is anything to fear 
from property exposure. Mr 
Deogracias Vis tan, chief 
executive of Solid Bank - 
ranked number 14 in the 
country - and chairman of 
the Bankers' Association, 
says his bank has 10-11 per 
cent exposure, but most of 
its lending is to house buy- 
ers rather than developers. 

“I think we will have 
many kinds of recession and 
the family will pay the mort- 
gage," he says. "Riat sort of 



loan will take priority over 
things which can be post- 
poned such as foreign trips.” 

The currency turmoil 
sweeping south-east Asia 
has also unsettled sentiment 
in the banking sector. The 
peso’s devaluation is expec- 
ted to fuel infla tion and the 
resulting higher interest 
rates will slow economic 
growth. For the banks, this 
means clients will find it 
more difficult to raise the 
cash to pay debts, particu- 
larly foreign currency bor- 
rowings. Bad debts will 
almost certainly increase. 

“A lot of refinancing bag 
gone on in the past.” says 
Chris Hunt, head of research 
at brokers Indosuez W.l. 
Carr. “But as things get 
tougher tbfa wffl^rio'longHR' 
happen." '* 

Furthermore, high interest 
rates may well deter clients 
from borrowing. In the past 
two years Philippine banks 
have seen their loan portfo- 
lios grow by more than 40 
per cent per annum. This is 
now forecast by brokers 
Indosuez W.L Carr to fall to 
between 5 and 15 per cent 
next year for the country's 
largest banks, compared 
with a spread of 35 and 55 
per cent in 1995. 

Nevertheless, the down- 
side should not be exagger- 
ated. Although foreign cur- 
rency lending has grown, 
rapidly, raising fears that 
with a volatile currency the 
banks could be over-extend- 
ing themselves, the central 
bank has maintained strict 
limits on the amount of capi- 
tal that can be used to fund 
such loans. Currently at 20 
per cent, the ceiling is expec- 
ted to fall, perhaps to as low 
as 10 per cent Banks must 
also be 100 per cent hedged 
against forex lending. 

The central bank; under 
the firm but cautious guid- 
ance of the governor Gabriel 
Sings on. has been more 
adept than its Thai col- 
leagues at maintaining Strict 
reserve requirements, which 
means that asset levels 
remain relatively high 




The head of the 
blue-chip group /, 
Ayala is pursuing 
partners in other : 
Asian qbifetiies : 

Kitted Oiit iii braces, elegant 
c ufflinks and a racy fie, the 
38-year-old president of \ . 
-Aj^ CJorpdratkHi^thE ■ . . 
Philippines’ oldest and , : ' 


Zobet i«kfc 


Ayala numbers the 
country's largest property 
: -group, the second largest • 
bank, a cellular telephone - 
company, three insurance 
- companies, an electronics 
■ 'group, a food company and 

\ a series of equity stakes in 

•big infrastructure projects 
'under the vast'and growing - 
' - umbrella of Ayala 
:• Corporation. 

r .Together* they represent a 


:■ laatweekatfOS.Sbnp^ 

Many would regard Jaime V-firtbJdff net vrc&tsji __ 
•a3o Zbbei de AyaM ; ; ; S^gbn pes^ra nse of 15 •,•■ 
as Spamsh-FifilHJW-l^t be ■; ; per cent_ _ . . - . . . 


Drawing attention to ethnic 
dffiexracesisnot helpful* be 
believes: whether of Spanish 
or Chinese origin, people in ; 
thearchipelago areail 
Ffiijunos. 

Whatever the labels, 

Ayala is thfi-hlua Wood of. * 
Philippine business and;, v. 
ixaces.its roots toCasaV-r 
Roxas,-8 distillery founded.'; 
in 1834 by Dtm'Bpmaigp V - ; 
Rosas acid J^ Antbnip de , , 

A5 ^ 3 gineradl6hs lafer 


■ jaac uttves would envy Mr - 

: Ayate.'s position: fir tlm ’ , 


'been growing at an average 
• of 25 per cent 

' The companies within the 
group have financial and 
managerial independence 
and this encourages them to 


without befng held back by 
;-..the parent company, Mr ** 
Ayala says/ ‘ y • 
.. “My policy has always 
'• been that We do not have 


the resources in Ayala to 
fund something, that does 
not predudB a listed 
company - which most of - 
our larger ones are - from 
raising fhnds themselves. If 
Ayala gets diluted, so be it I 
. want these companies to be 
able to move aggressively, 

irrespective of Ayala’s 
financial commitment to 
them-*.: • 

Later this year, £2obe 
T^ecom, a partnership 
between Ayala and 
Singapore Telecom, will 
launch a -elm-peso rights 
offering to finance its shere 
of the expensive roll-out of . 
land lines mandated by the; 
govemmenL . ' 

Regional expansion has 
• emerged as a new trend 
. under Mr Ayala’s . 
leadership. Directedby his . 
brother. Fernando, Ayala 
has recently moved beyond 
the Philippines with an 
office in Singapore.* 
property investment in 
Sydney and a food and 
manufacturing business in 
Indonesia- ; 

. *T think that -the reality of 
the Fhilippmeshecaming 


PRIVATISATION • by Peggy Hollinger 


Debate delays the big sales 


Central Bank: tough nne on reserve requirements ttrcrmsmur 


among Philippine banks. 

Furthermore, the Philip- 
pine corporate sector is one 
of the least leveraged in 
south east Asia, according to 
Mr Hunt. “The loans to 
deposit ratio in the Philip- 
pines is relatively high com- 
pared to other regional 
banks, however the level of 
gearing within the corporate 
sector is still low." 

But the banks will have to 
find a dray to fuel loans 
growth if they are to 
improve their earnings. Mar- 
gins are falling rapidly in 
the face of competition from 
more highly capitalised for- 
eign bankers, who were 
granted access early in 1994. 

One option might be con- 
solidation, to create stronger 
banks more able-to compete 
on an international scale. 
Philippine banks are -small 
and numerous, with some 53 
commercial banks and more 
than 800 rural credit institu- 
tions. This makes the sector 
relatively inefficient, and 
increases the risks to deposi- 
tors. 

The government has tried 
to encourage rationalisation 
in the sector by increasing 
capital requirements, but 
more needs to be done, say 
some bankers. “With just 
$70m you can have a com- 
mercial bank," says one. 
“That is too small" Not only 
are smaller banks at a trad- 
ing disadvantage to their 
larger counterparts, but the 
low requirements encourage 
people not deeply and finan- 
cially committed into the 
banking sector, says another 
banker. 

But consolidation has been 
slow to arrive. Banking is 
more than mere finance in 
the Philippines. To own a 
bank is a status symbol, so 
many institutions are run 
for kudos rather than profit. 
In a merger, someone would 
have to give this up. “Con- 
solidation is unlikely,” says 
one leading banker. “Here 
banks are controlled by 
«rmal! groups or families and 
everyone wants to be the 
surviving entity." 
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Power and water 
remain in limbo 
as questions are 
raised about 
sell-off strategy 

Few Asian countries have 
attempted privatisation on 
the scale of the Philippines. 
Everything from ports to 
roads banks to tourism 
has gone under the hammer 
in the five short years since 
privatisation was put at the 
top of the agenda by the 
reforming president Fidel 
Ramos. 

Privatisation receipts at 
more than S3 bn a year have 
been substantial contribu- 
tors to the country's budget 
surplus. But recently the 
programme has suffered sev- 
eral hiccoughs. In June, the 
8.8bn peso sale of Food Ter- 
minal, an agro-industrial 
complex in Manila that 
houses 200 small and medi- 
um-sized businesses, col- 
lapsed after failing to attract 
bidders. 

More recently, interna- 
tional Investors have taken 
fright at signs of apparent 
favouritism towards local 
companies in bidding for 
projects such as the develop- 
ment of a container terminal 
at Subic Bay. 

“It seems that privatisa- 
tion has dried up," says 
Joven Balbosa. an economist 
with brokers Indosuez W.l. 
Carr. 

Not only has there been 
outspoken opposition to for- 
eign involvement from local 
companies, but the country 
has also been conducting a 
highly charged debate about 
what should be considered 
national patrimony and 
what can be sold off in a 
privatisation programme. 

The privatisation of the 
Manila Hotel, for example, 
saw the Supreme Court over- 
rule the award of the con- 
tract to a foreign consortium 
in favour of a local bidder. 

Nevertheless, two sectors 
remain fundamental planks 
of the government's sell -off 
programme: power and 
water. 

Water has already taken 
the first step, through the 
privatisation earlier this 
year of the Manila system In 
two separate regions. 

The project - won by two 
consortia of local and inter- 
national companies includ- 
ing Lyonnais© des Eaux of 
France and Bechtel of the 
US with United Utilities of 
the UK - will require invest- 
ment of at least $7bn over 
the next 25 years. 

The statistics show just 
how urgently the investment 
is needed. More than 90 per 
cent of the capital's popula- 
tion is not hooked up to a 
sewerage system and some 
30 per cent is not covered by 
water services. Virtually 60 
per cent of the water avail- 
able for distribution is lost 
through leakage, theft or 
simple inefficiency. Outside 
Manila, the figures are 
believed to be much higher. 

Privatisation is likely to 
come much more slowly in 
the regions than it has In the 
capital. Water systems are 
owned by local government 
authorities, many of whom 
are noticeably sceptical 
about the benefits of privati- 
sation. 

The World Bank recently 
commented that the central 
government would have to 
educate provincial adminis- 
trations about the privatisa- 
tion process before it could 
hope to attract private 




port of an evolving ASEAN 
[Association of Southeast 
Asian Natiansland th&fact 
that in the next decade we 
wfil find ourselves in a - 

tariff-free environment 
necessitates a broader 
linkage for our group with 
the region,” says Mr Ayala. 

“Once upon a time we • 
used to look to the west, to 
the US, Europe* and Japan 
. to bring investment in. Now 
we're partnering with the 
likes of Singapore Telecom.” 

Partners already Include a 
raft of intematicmal blue 
chips such as Mitsubishi — - 
• which holds about 20 per 
cent of Ayala - Honda, 
Hong Kong Land and JP. 
Morgan- In January, Ayala 
won one of the two 
concessions in the $7bn 
privatisation of Manila's 
dilapidated water system in 
partnership with Bechtel of 
the US and United Utilities 
oftbeUK- 

“We're less interested in 
opportunity and more 
interested in relationships.” 
says Mr Ayala.- 

Justin Marozzi 


investment in the regions. 
Currently there is only one 
sxnal] private joint venture 
project at Subic Bay. 

Estimates are of some 20 
more potential water pro- 
jects in the country, repre- 
senting investment costs of 
between Cd5m and $ibn 
each. They will, however, 
depend on the success of the 
Manila project, which began 
operating last month. 
Already, sensitive issues 
such as redundancies have 

created a great deal of 
unease about privatisation. 

The next biggest privatisa- 
tion project has to be power 
- where the government 
bopes to sell off the National 
Power Corporation (Napa- 
cor), the country’s largest 
state-owned utility. Like 
water, power has already 
been partially opened up to 
the private sector. 

After the energy crises of 
the early 1990s, when the 
population faced regular 12- 
hour blackouts, the govern- 
ment passed emergency leg- 
islation enabling private 
companies to build power 
plants with minimum regu- 
lation. 

Already 26 independent 
power projects tTPPsl have 
been completed, comprising 
approximately 3.400 mega- 
watts of capacity. 

Ironically, however, the 
response to the crisis now 
threatens to cause new prob- 
lems for the sell-off of Napa- 
con 

Some government advisers 
suggest that the IPPs have 
been able to cherry pick the 
best and most profitable 
business, while leaving 
Napacor burdened with the 


1996-2025 
Figures hi Pesos bffiart 
(at constant 1995 prices} 







Poorty supplied ... 30 per cent of people in Mante are not covered by water services 


obligations of supplying the 
least profitable consumers. 
“They have created a mis- 
match of rights and obliga- 
tions." says one adviser. 

U the unbalance is not rec- 
tified, the government could 
find it raises substantially 
less than it expects for a 
company with estimated 
assets of about 4bn pesos. 

But this depends on legis- 
lation. which has been the 
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subject of protracted debate 
in both the house and sen- 
ate. Each chamber has its 
preferred version of legisla- 
tion. and neither appears 
willing to compromise, say 
both government and inde- 
pendent observers. 

To add to the problems, 
other government reforms 
have taken priority in the 
run up to the presidential 
election in May. and now 


Million barrets of fuel oil equivalent 
1.400 r~ 


Napacor's disposal seems 
further away than ever. 
Originally expected this 
year, analysts are now scep- 
tical that anything can be 
achieved before the latter 
half of 199& 

And tbat could be too late, 
say same. For, with a presi- 
dential election looming, 
there is no guarantee that 
serious commitment to pri- 
vatisation will continue. 
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BANGKO SENTRAL NG PILIPINAS: 
COMMITTED TO FINANCIAL STABILITY 

by 

GOVERNOR GABRIEL C. SINGSON 

On July 3, 1993, the Bangko Sentral ng Pilipinas (Central Bank of the Philippines) was 
established as the country’s independent central monetary authority. It succeeded the 
original Central Bank of the Philippines, which was established in 1949, as part of a 
comprehensive financial reform package to restore financial stability to the country and to 
promote a more competitive financial system. 

With its independence guaranteed by no less than the Constitution, the Bangko Sentral has 
for its primary objective “the maintenance of price stability conducive to a balanced and 
sustainable growth of the economy”. 

This objective has been zealously pursued through the pursuit of prudent and credible 
monetary and banking policies. As a result, inflation has steadily declined and is currently 
running at around 4.5 percent. Lower inflation has also been accompanied by meaningful 
and sustained economic growth. Since 1994, real GNP has expanded by an average 5.8 
percent per year. 

Alongside the macroeconomic improvements, the Bangko Sentral has also pursued a 
reformist agenda for the local banking system designed to support the needs of a faster 
growing economy. The key reforms that have already been introduced include foreign 
exchange deregulation (1993), the liberalization of foreign bank entry (1994), and 
enhancement of required minimum bank capitalization (1995-1996). In the pipeline is the 
complete overhaul of the General Banking Act to make our basic banking law much more 
responsive to the rapidly changing banking environment. 

The Philippine economy has also gained more resiliency to withstand setbacks brought 
about by the recent financial turmoil in the region. A market-oriented approach in the 
conduct of monetary and exchange rate policy is enabling the economy to more rapidly 
adjust to new requirements as market sentiments change and capital flows shift Earlier 
reforms in the financial system are also paying off in terms of a more robust banking 
system. 

In response to the current regional financial market crisis,' the Bangko Sentral is pursuing a 
balance of policies aimed at stabilizing the foreign exchange market avoiding renewed 
inflation, and maintaining reasonable growth prospects. 

The market-based float of the peso with minimal Bangko Sentral intervention is being 
supported with a tighter monetary policy stance mainly implemented through increased 
liquidity reserve requirements. These are mandatory reserves imposed against all kinds of 
deposits, deposit substitutes, common trust accounts and related trust accounts maintained 
with banks have to purchase market-interest bearing government securities from the 
Bangko Sentral. From 2 percent prior, this has been progressively hiked by a total 6 
percentage points although recently this was fine-tuned via a 2 percentage point reduction 
to moderate the increase in bank lending rates. 

Interest rates have inevitably increased. This cannot really be avoided in a period of 
currency turmoil. This is part of the process of adjustment to changing market conditions. 
By maintaining financial prudence now, the economy will be in a better position to grow 
faster and compete with the rest of the world once the foreign exchange markets stabilize. 

For the period ahead, the Bangko Sentral is determined to expedite the economic 
adjustment process consistent with the principle of liberalization and openness which have 
served the economy in good stead in recent years. Finally, we keenly look forward to 
strengthening all types of cooperative arrangements with our regional counterparts to more 
effectively address issues of mutual concern. 
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RETAILING « by Peggy Hollinger 

A nation of 
shoppers? 


The hunger of 
city consumers is 
matched only by 
retailers' rush to 
expand 

"The mass is over. Go in 
peace." As the priest utters 
his final blessing, hundreds 
of shopkeepers in Manila’s 
vast Megamall throw open 
their doors to welcome in 
the departing congregation. 

The Mass, held just before 
the stores open in the air- 
conditioned haTis of this tem- 
ple to consumerism, is sim- 
ply one of the services pro- 
vided by mall owner, SJM. 
Prime; which also happens 
to be one of the country’s 
largest and most successful 
retailers. 

Retail is a booming busi- 
ness in the Philippines: it 
accounts for 15 per cent of 
gross domestic product and 
has been outpacing general 
economic growth in recent 
years. 

Even the recent devalua- 
tion of the peso is not expec- 
ted to act as a serious brake 
on the rate of growth. 
"People have seen their sala- 
ries double and treble over 
the last two or three years,” 
says one Manila analyst. 
"These guys are hungry to 
spend their money.” 

There is plenty of opportu- 
nity to do so. The Philip- 
pines market is made up of 
more than 421,000 retailers 
serving a population of 
about 68m. Virtually every 
street corner in the capital 
city of M anila boasts an air- 
conditioned shopping mall, 
which is the preferred 
method of shopping in a hot 
and muggy climate. 

In Spite Of laws limiting 
foreigners to minority stakes 
in retail companies, all the 
top luxury brands - from 
Prada to DKNY - can be 
found in mall hallways. The 
mass market, too, is well 
served by the likes of Bos- 
sini and Giordano’s of Hong 
Kong and the home-grown 
Cinderella. 
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Franchising has been the 
way into this restricted mar- 
ket for foreigners. Marks and 
Spencer of the UK has been 
in the country for almost 20 
years, through a partnership 
with the luxury department 
store chain, Rustan's. The 
Body Shop has partnered 
with another branch of the 
family-owned Rustan's 
empire and Makro, the 
Dutch discount retailer, is 
also present 

But the obvious physical 
saturation of the sector, in 
Manila at least is not deter- 
ring pyfcring retailers from 
expansion. M&S plans to 
double Its space over the 
next few years, and S.M. 
Prime intends to open 10 
new malls by 2002, half of 
which will be in Manila. 
Other developers are plan- 
ning similar moves and total 


retail space o utsi de Manila is 
set to increase by at least lm 
sq metres. 

The opportunity for retail- 
ers lies in the rapid emer- 
gence of a sizeable middle 
class. Although the GDP per 
bead r emains low - $1,197 in 
1996 - it is rising rapidly 
and, with it, the proportion 
of income available for dis- 
cretionary spending. 

Furthermore, the Philip- 
pines has some of the most 
attractive demographics in 
the Asian region, with a 
young and rapidly growing 
population. 

Finally, there is evidence 
that the nation simply loves 
to shop. Sales per square 
metre in the Megamall, for 
example, clock up at $1,950, 
against an average of $2,100 
in the US. "Considering the 
large gap in per capita 


income," says one 
analyst, "that's 
achievement.” 

However, the rate of shop- 
ping mall expansion is 
be ginning to fuel fears of an 
oversupply of retail space, 
most of which is likely to be 
in secondary or tertiary loca- 
tions. 

Manila, the most devel- 
oped retail market, is show- 
ing a substantial slowdown 
in GDP growth, yet much of 
the expansion is focused 
there. The provinces, mean- 
while, continue to grow rap- 
idly. but the number of cus- 
tomers with any income to 
spend remains relatively 
small and makes expansion 
risky. 

For example, the launch 
four years ago of the first big 
mall outside the capital, in 
the southern region of Cebu, 
has been a disappointment 

Volume is crucial to the 
success of retailers in the 
Philippines, where rents are 
high. In the Megamall, 
which draws an estimated 
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500,000 people every day, 
retailers pay rent based on 
amount of space, as well as a 
percentage of sales. In some 
cases, the turnover charge 
can be as high as 50 per cent 
And just to make sure that 
the lessees do not under-re- 
port every cash register is 
linked to the landlord's cen- 
tral computer. 

The competition for prime 
space gives property owners 
a strong hand in dealing 


with retailers. One shop- 
keeper who opened his doors 
15 minutes late was charged 
the opportunity cost of those 
lost sales by his landlord. 

Despite such risks, oppor- 
tunities for foreign retailers 
in the Philippines could still 
be attractive. Retailers hope 
that the government will 
ease restrictions on foreign 
ownership after the elections 
in May, allowing them 
greater control over their 


own brand and location. 

Moreover, the retail sector, 
although highly developed, 
is also highly inefficient, 
leaving scope for those with 
international experience. 
Three years ago. when M&S 
reviewed its Asian 
operations, it discovered that 
clothing ranges were taking 
six months to appear in 
Manila stores. The introduc- 
tion of advanced information 
systems and logistics has cut 
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that time down to less than 
two weeks. 

Local retailers realise that 
the arrival of foreign players 
with highly developed- opera- 
tional systems Is only a mat- 
ter of time. So there can be 
no doubt that until the 
restrictions are lifted, they 
will be keenly chasing the 
prime locations in new 
malls, m»Wng the retail sec- 
tor an even mare competi- 
tive arena. 


THE JEEPNEY • by Justin Marozzi 


Going bump at the lights 


The archipelago’s 
famous vehicle 
makes up in 
practicality what 
it lacks in finesse 

Hurtling through 

pothole-ridden country roads 
with a bulging load of coco- 
nuts or inching along the 
clogged streets of Manila, 
the jeepney is the lifeblood 
of the Philippines' arterial 
routes. 

Originally based on Ameri- 
can jeeps that were left in 
the country after the second 
world war, the vehicle has 
evolved into one of the 
world's more idiosyncratic 
passenger cars. In loud, neon 
stickers emblazoned across 
the body, owners advertise 
themselves as “Socialite". 
"Saudi Boy”, “Sexy Rider” or 
a host of other epithets, 
ranging from the religious to 
the profane. 

Throughout the Philippine 
archipelago there are an esti- 
mated 80,000 jeepneys cheer- 
fully belching out black 
clouds of diesel exhaust into 
azure blue skies. Quite sim- 
ply, the vehicle is ubiqui- 
tous, embodying the Filipi- 
nos' chaotic sense of fun and 
style as it chugs noisily from 
A to B. 

A humble form of trans- 
port it may be, but the 
vehicle is no stranger to VIP 
passengers. When the Pope 
visited this fervently Catho- 
lic country in 1981, it was 
considered de rigueur to pro- 
vide him with a special con- 
verted model in which to 
meet the welcoming hordes. 

The story of this peculiar 
hybrid began with Leonardo 
Sarao in 1953. 

Mr Sarao cut a jeep in 
half, extended the chassis, 
sidings and roof, and the 
passenger vehicle was bora. 
Four decades later, his ini- 



Unoasy rider? The jeepney la rudimentary but ftai 


tial investment of 790 pesos 
is worth 700m pesos and the 
Sarao is the most prestigious 
jeepney one can buy. Power 
- and there is not that much 
of it - comes from 2.4 litre 
engines imported from seven 
year-old Japanese trucks. 

Colourful to look at the 
jeepney is less user-friendly 
at close quarters. Judging by 
the bone-shaking suspension 
alone, this is a somewhat 
rudimentary vehicle that 
would struggle to pass a 
roadworthiness test in less 
laid-back countries. No Jeep- 
ney alT OHvn flr Knning , and! 

for passengers enduring high 
temperatures, suffocating 


traffic fumes and cramped 
conditions, the ride can be 
an exhausting ordeal- But at 
2 pesos a ride compared with 
a minimum of 30 pesos for 
the equivalent taxi trip, 
many on lower incomes con- 
sider the sacrifice of comfort 
worthwhile. 

Unlike other vehicle man- 
ufacturers. the company, 
under the austere direction 
of its founder, has refused to 
automate. At 76, Sarao Snr 
still retains a lively interest 
in the business he built but 
no longer gets up at the 
crack of dawn to walk 
through the open-air factory 
and check production sched- 


ules. Little has changed 
since he took a back seat 
role, however; each day the 
plant in Tjib pinas, Manila, 
still reverberates to the din 
of workers hammering out 
sheet metal. , 

The founder's son, Leon- 
ardo Sarao Jnr, an affable 
and generously proportioned 
fellow., points proudly to a 
piece of heavy equipment 
engraved with the word 
"Glasgow”, a relic from the 
industrial revolution. Com- 
peting against the more 
.modern foreign manufactur- 
ers, whose four-wheel drives 
are frequently less expen- 
sive, has not been easy, and 
production at the factory has 
slowly declined from a hey- 
day rate of eight vehicles 
daily to only three today. 

Not that this is causing 
the family any sleepless 
nights. While transport con- 
ditions throughout the coun- 
try remain difficult to say 
the least, Mr Sarao is confi- 
dent there will always be a 
local market for his father's 
creation. 

"Philippine roads are quite 
narrow and frill of potholes 
so you need a rugged, 
dependable vehicle which is 
easy to maintain," he says. 
"Hie jeepney is the answer 
to your problems. It’s not 
four-wheel drive but would 
you want to take your Range 
Rover on those sort of roads? 
You can load it with farm 
produce, construction mate- 
rial or passengers. In short, 
it’s a multi-purpose Filipino 
vehicle." 

Its production may be 
dec lining but Filipinos and 
travellers to the country 
alike can look forward to - 
or indeed dread - many 
more years of transport in 
the inimitable vehicle. 
Rather like London without 
red double-decker buses, a 
Philippines without jeepneys 
is hard to imagine. 


Confidence shaken by new turmoil 


Continued from first page 


economic research at Soc- 
Gen Crosby in Singapore. “I 
think GDP growth will now 
slip to just 44 per cent this 
year and then to about 3£ 
per cent in 1998. That's dis- 
appointing and I expect it 
will have some negative 
political implications which 
will play into the hands of 
populist politicians. If this 
happens I think it will be a 
big dent to foreign investors' 
confidence. Already we're 
seeing investment inflows 
beginning to fall off." 

Amid this regional turbu- 
lence, financial policymakers 
have been hard pressed to 
respond effectively and 
retain investors' confidence, 
struggling to find a balance 
between managing the peso 
and curbing soaring interest 
rates, the central bank per- 
formed an embarrassing 
U-turn on lifting banks* 
liquidity reserve require- 



ments to protect the peso 
from further weakness. The 
market promptly plunged on 
renewed fears of a pro- 
nounced slowdown. 

More positive moves to 
bolster the banking sector 
Include the imposition of a 
mandatory 2 per cent provi- 
sioning for bad loans. 

Pressing concerns await 
whoever Is sitting in the 
Malacafiang presidential pal- 
ace next year. The agricul- 
tural sector, long neglected 
and increasingly uncompeti- 
tive, is In urgent need of 
modernisation if it is to sur- 
vive the scrapping of tariffs 
envisaged by the 18-member 
Asia Pacific Economic 
Co-operation forum and 
grow faster than last year’s 
3.5 per cent 

Overhaul of the judiciary, 
whose authority was 
strengthened under the 1987 
constitution as a check on 
the executive, should also be 
high on the agenda. Many 
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believe its p o wers now need 
pruning after two interven- 
tions in economic policy this 
year. In February the 
Supreme Court vetoed the 
award of the contract for the 
privatisation of the Manila 
Hotel to a foreign bidder and 
last week interfered In the 
setting of oil prices. 

The Ramos legacy on law 
and order Is particularly dis- 
appointing, with kidnap- 
pings and violence by armed 
gangs rife. The problem is 
acute in the poverty-stricken 
southern region of Min- 
danao, where militant Mos- 
lem rebels continue their 
guerrilla war against the 
state despite the peace deal 
struck a year ago. 

The failure of the IMF- 
backed tax reform to reach 
the statute books after 
almost two -years in Con- 
gress also reveals the 
strength of vested interests 
more than a decade after the 
cronyism of the Marcos era. 


The first portion dealing 
with excise tax -was almost 
hijacked single- handedly by 
Ludo Tan, the Chinese-Flli- 
pino tycoon whose alcohol 
and cigarettes businesses 
had most to lose from it The 
government believes he 
owes $ibn in taxes but has 
failed to bring him to heel. 

How quickly the Philip- 
pines can chart its way 
through these turbulent spas 
depends heavily on whether 
the cigar-chomping presi- 
dent can effect a smooth 
hand-over to a successor 
committed to the reform pro- 
cess. An unruly seven-month 
campaign season, in which 
populist candidates such as 
Mr Estrada will be raising 
the political temperature to 
boiling point will test him 
every inch of the way. .. 

Until this issue is decided, 
the rest of the country, for- 
eign investors, markets and 
the economy, are ah holding 
their breath. 
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weak ago -3^3S3¥3A-~- 

S UBOR Saareenti Odng reran are uflxed retes lor SlOm quoted to tie ituxM by har 
re/aren ca banka at 11am aaeh worktig day. The beefs are: Bankas Tlust, Bank Ol Tokyo 
nsmaiiaa. rurr la y and Nebonel W atgnauw . 

ICd me ae Uxmm lor tie oomesic Morey Rates, USS CDs. ECU * SCfi Lowed Dtexatii ION. 

EURO CURRENCY INTEREST RATES 

Oct 10 Shod 7 days One Three Sis One 


Over 

One 

Three 

Six 

One 

d 

raocitti 

ffltis 

mbs 

y» 

3B 

3? 

3i! 

4» 

xw 

3% 

3S 

3S 

32 

3B 

OS 

as 

34 

3<? 


34 

3£ 

3% 

32 

3S 

3H 

3% 

3S 

S3 

4 

3u 

3% 

as 

3V. 

35 

BH 

6V. 

64 

0 

51 

6Vi 

B> 

6% 

55 

53 

BE 

7 

eg 

VI 

6A 

fi3 

7 

es 

BI 

53 

3M 

34 

34 

353 

4* 

34 

Sli 

3% 

3V 

33 

T% 

TS 

IE 

12 

2A 

1W 

iq 

Hi 

14 

18 

5H 

BV 

SS 

5% 

51? 

515 

% 

s« 

5* 

53 

*w 

39 

3 


y> 

• 

& 

s 

* 

Vt 

% 

on 





- 

5% 

5% 

5S 

5*J 

- 

5% 

S* 

S3 

5C 

- 

5X3 

5X7 

5*2 

562 

- 

5X3 

549 

5*4 

5.67 

- 

4£ 

41S 

4% 

43 

- 


*i 

■»s 

4J 

- 


3il 

32 

3« 

- 

as 

33 

3¥ 

3% 


Lomb 

inter. 

Ota. 

rate 

Repo 

rats 

6*0 

2.75 

_ 

6*0 

2*0 

- 

3*0 

- 

4.75 

3.10 

- 

4.75 

4*0 

2*0 

3*0 

4*0 

2-50 

3*0 

_ 

_ 

6.75 


- 

6.75 

7.75 

026 

6*2 

7.75 

8*5 

6*2 

_ 

2.75 


- 

2*0 

3*0 

- 

1*0 

- 

- 

1JB 

- 

_ 

5*0 

- 

- 

5*0 

_ 

- 

0*0 

- 

_ 

n so 

_ 


notice monti months months 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


•: t 

Oct 10 

BRr 

DKr 

FB- 

DM 

C 


Balgkim 

(Bft) 

100 

T8X5 

ia*e 

4*43 

1*96 

* • i 

Denmark 

(DKr) 

54*1 

10 

8*22 

2*25 

1*28 

‘tv. 

Franca 

0 s *) 

81.44 

11*3 

10 

2-876 

1.185 


Germany 

(DM) 

20*5 

3*09 

3*80 

1 

0*91 

• ■. . 

bdand 

OQ 

52.73 

0-732 

8.586 

2.555 

1 


IteV 

W 

2.096 

0*87 

0*41 

0.102 

0.040 

■ -“t>- 

Netherlands (FT) 

18.33 

3*82 

2*84 

0*88 

0*48 

Ir.i 

Norway 

(NKr) 

51X9 

9X98 

8.380 

2.484 

0*78 

. — ; . 

Portugal 

(Es> 

20*2 

3.748 

3*07 

0*84 

0*85 


again (Pta) 24.47 4*13 3*82 1.185 0464 1167 1*35 4.752 120.4 100 

Sweden (SKr) 47.73 8.805 7.768 2*12 0.905 2277 2.003 9270 234.9 1951 

Swttzertand (SR) 24.80 4*78 4*37 1201 0X70 1163 1*53 4*1 8 122.1 101 X 

UK S3 68*7 10*0 9.S32 2*37 1.110 2704 3.195 11*7 288* 2SBX 

Canada (CS) 28*1 4*34 4*85 1*90 0X97 1250 1X28 5.090 129* 107.1 

USA . 38.13 8S65 5.880 1.750 0685 1724 1*71 7.017 177* 147.7 

Japen M 30.10 6*52 4*89 1X58 0.ST1 1436 1.642 5*46 148.1 123* 

Ecu 40X5 7.462 8*83 1*59 0,767 1830 2207 7*56 199.1 186* 

Dwtiti Kroner, french Awe. Nonraghn Kroner, m) SaedWi Manor per 10: Beigtoi Rn Yexv Ure end PeMa per 100. 

■ P-MAHK FUTURES (SIM) DM 125,000 per DM 



Open 

Sett price 

Change 

High 

Low 

EsLvol 

Open kiL 

Dec 

0*759 

0*740 

-0*018 

0*774 

0.5722 

42*09 

71.173 

Mar 

0*783 

0t57B9 

-0.0016 

0*783 

0.5758 

188 

2*45 

Jun 

- 

05795 

-0*018 

- 

0*790 

1 . 

2,817 

■ SttRSS FRANC FUTURES QMM) SFr 125*00 per SFr 



Dec 

0*916 

0.691 B 

+0*002 

0.6848 

06886 

21,046 

41*90 

Ate 

aB990 

aeosi 

+0*001 

0.6982 

0*968 

106 

1*05 

Jun 

- 

0.7044 

- 

- 

0.7038 

19 

250 

■ JAPANESE Yrai FUTttoBS (04*3 Yen 12*mperYen 100 



Open 

Sett prise 

Change 

High 

Low 

Est-vot 

Open tat- 

Dec 

0*329 

0*419 

+0*087 

0*437 

0*321 

11*76 

86*88 

Ate 

0*446 

0*531 

+0*088 

0.8530 

0*445 

• 44 • 

833 

Jun 

- 

0*645 

+0*069 

0*833 

- 

1 

163 


I fVniHBS (fMkfl 262*00 1 


1.6196 1.8178 -00022. 3*2^6 .1*140 9,130 ".30*93 

1*114 .-0*022 • "* - ■ 1*080 18 254 

- .1*052 . -0*022 - ’ - ,1*030 - - 52 _ 27 . 


■ PHMXDELPMA3K S/$ OPTIOilS £31*50 (centa per poend) 

Strike CALLS PUTS 

Price Oct Now Dec Oct Nov Dec 

1*00 2*6 2*1 3*3 - 0*7 1*6 

1*10 1.06 2*3 2.84 - 1*4 1.98 

1*20 0.14 1.89 2.18 0.17 1.80 2*1 

PreXoiE tray* vuL, CaM 83 Pub 6*1 . Piev. day's open bit. Cafe 27*58 Puts 2M00 


Eat.w| Open W. ■ PWLaoCLPlUA sg MMjW OPTIOilS DM82,500 (5 per PM) 

11*76 86,888 Strike CALI* — PUTS — 

-44 B33 Price Oct Nov Dec Oct Nov Dec 

1 163 0*80 1.15 1.57 1*0 - 0*5 0X3 

0668 a 66 1.19 1X7 0*8 0*7 

. 0*70 017 0.88 1.17 - 0*7 0.77 

9.130 r Vi naa fteX M dayte iicL Cots SL061 An 1*62 . Rra*. day's open hL Cafts l2>75PutB 38*72 


UK (INTEREST RATES 


LONDON MONEY RATES 

Oct 10 Over- 7 days One Three Sat One 

• nigla notice month months morrtta year 

Interbank Snaring 7^-6^ 7 1 * - 7 7>a - 7 74g - 7^ 7*2 - 7kg 7% - 7*2 


Belgian Franc 
Danish Krena 
German Mark 
Dutch GXder 
French Franc 
Portu^jese Esc. 
Spanish Peseta 
Storing 
Swiss Franc 
Canadtei Dote 
US Dollar 
Kaftan Lira 
Japanese Yen 
Asa n SStng 
Short term nnea a 


3l a -3& 4fc-35i 
tt-3» 3ji-34> 
3^-31* 3ji-3A 
3,1 -3A 3ji-3A 
3, 7 «-3A 3, 7 «-3% 
5*i-5,\ 5*2 - 5| 7 , 
5A - 5 A - 5,' s 
7 - 7*8 - 7 

1% - Ik iK - 1,1 
312-3% 3% -3% 
5K-5H SA-SA 
7 - Sit iff - 74 

la - , T e >2 - 13 
3®B - 3^2 3h-y* 

re cal har tie uS Dollar 


“U - 3ft 
3%-S* 
V« - 3\ 
&i-3h 

5,1 - 5jJ 
5A-5A 
T& - 7\ 
ifl - 1 j! 
3^-3^ 
551 -s ii 
7 -E^i 
i l-ff 
3*8 -312 

wxt Van, ot 


44 -3ft 4ft-4,‘« 
4-3% 4^» - 44 

3% - 3l 2 3% - 3% 
3fi - 3 1* 3Ji-3tl 
3%-3il 3%-ffi 
5,1-54 54-54 
54-54 54-54 

7%-7U 7jj - 7\ 

lH-lA Ui-lJl 
33-311 3ji-% 

5ji-5ft 5% -5% 
eSJ-6% 64-64 
ll - «2 ft - ft 
3% - 3% 4-3% 

nra- mo Says' notice. 


4^-44 
<A-4£ 
■»4 -3j] 
4l| -4 
44-3U 
5A -5 
54 - Hi 
7B-7fi 
24-iiS 
4# -44 
64 - 512 
6H-6 
% - la 

4% -4 


SlerCng CDs 

Treasury Bdb 
Bonk BAs. 


74 - 7 7 fa - 74 7ii - 7f, 7|| - 7]i 
74-7 7% - 7 

I - 6% 74 - Sii 7 h - 74 


Uxad authority deps. 6% - 64 7 - 6% 7ft ■ 7 7,1 - 7% 7,* 4 - 7>J - 7,*, 

OseocrJ Markel daps 6i* - 6(i 7 - 6% 

UK deanng bank base lendtig rale 7 per cent from Aug 7. 1997 

UP to 1 7-3 3-6 6-9 9-12 

month month months months mortis 

Certs of Tax dap. £100.000) 2>2 5^ 5 5 4% 

Carta at Tax dep under HOODOO a 2‘ipc Deposra erandrown lor cash It, pc. 

Am lender nua cf cMcomt on Ocl 10 OX+OOpc. ECGO bed reto Stig Expert finance. Make 
141 dov Se p 30. 1097. fiffeeO rat a lor period Oct 26. 1907 B> Nov 25. 1997. Schgtna HI A54pe. 
Fletefim cd rate lor p eriod Atg 30. 1997 to Sep 30, <997. Schema IV £ V 7*B4pc. France 
House Baa Runs ?*2pe bom Oct 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

oa ID 00 3 Dd ID OQ 3 

BA on Oder EIOO01 £200m Top accnted rate 6.9590% 6*591% 

Tom at apDkcatians £571 m £595m Are. rate ri Oteowit 6.9490% 19450% 

Total relocated El 00m £20Cm Average yteti 7*714% 7*673% 

Mn. accepted CM £96285 E9B265 ofter at next tender ST 00m £i(XM 

AJtamen ai rati, level 40% 25% Min. acapL bid 2B days 


■ THREE MONTH EURODOLLAR (1MM) $1m poinls ot 100%, 

Open Sett price Change High Low Eat. vgi Open tit 
Dee 94.19 94.14 -a 05 94.20 94.12 122.760 813.188 

Mar 94.14 94.08 -0.07 94.14 94*1 203*02 84,372 

■ U3 TREASUKY BUI. FUTURES (IMM) Sim per 100% 

Dec 95.05 95*3 -0.03 95*6 95*T 398 5,122 

Mar 95*0 95.03 -0i05 96.04 95*0 870 4.100 

Al Open titereat flga. are lor ptevtous day 


BASE LENDING RATES 


■ Pownri la Haav York 


Oct 10 

-Ctese - 

-Pm. dose 

Espd 

1621B 

1*225 

ism 

1.6198 

1.6205 

3 mth 

1.6158 

1*180 

i rr 

1*983 

1*980 


FT OUDE to WORLD CURRENCES 

The FT Guide to World Onencie* 
table can be fund on the Markets 
page in today's edition. 


Adam & Company 7*0 
AKea Msh Bank (GB) 7*0 
•Henry Ansbacher 7*0 
Banco BtacVftzcaya 7.00 
Bare, oT Cyprus 7*0 
BankoliralBnd 7*0 
Bark climb 6.75 

Bank of Scotland 7*0 
Barclays Bar* 7*0 
Bril Bk of kid East 7*0 
■BraanS^MylCbUd 7*0 
CtBtankNA 7*0 

Ciydasdele Bank 7*0 
The Co-operative Bank7 00 
Cortes & Co 7*0 

Cyprus Popube Bar* TOO 
OuncanLawrie 7*0 


ExeratTruaUmked 8*0 
RnancM 8 Gen Bar* 8*0 
•Robert Ftamfng & Co7 00 
•Gitewsa Mahon 7*0 
Habb Bank AQ2kntch 7*0 
•Hambroe Bank 87.00 
Heriablea Gen kw Bk.7.00 
C. HoareS Co 7.00 
Hongkong &Siwghai 7*0 
Investec Bank (UK) LM7.00 
Jiten Hodge tor* 7*0 
•UopoUJaephiSorG 7*0 
Uoyde Bank 7*0 

MriandBar* 7*0 
NtflWeetrrtnsiar 7*0 
•Rea Brothers 7*0 
Hoyal BkoISccteid 7*0 
Scottish WUcrtrs Bar* 7.00 


•SingBr a Friedmto 7*0 
Math a Wlhwn Sea7*0 
Sui Banking Corp Ltd 7.00 
TSB 7*0 

Urwed Bar* 01 Kuwah. TOO 
Unky Trust Bank Pic 7*0 
Whbaway Lafclaw 7*0 
Yorkshire Bar* 7*0 

• Members Ol London 
investment Barking 
Assocction 

* bi artniniGtraaon 


OTHER STATISTICS 


STOCK INDICES 

— 188/ - Start can* 

Oa 10 Oct 9 Oct a oct 7 Od 6 low »» Low 

HSE 100 5227* 5217* 5282.1 5305* 5300* 533U 40588 83308 9868 FTSE Adging 

FISE 250 48748 4864* 4882* 4878* 48S7X 48838 43888 4883* 13794 FI5E BntKklOO 

FTSE25DBIT 4880* 407H8 4884* 4887.1 4879,1 4885* 43807 4 K* 13783 FTSE BBOtoek 200 

FTSE 390 2514.1 25094 2528X 2544.7 2541.7 SSU 2817* 3BBU 5645 FT X 

FTSESksalCap 2378*7 2376*6 2380*3 2371*4 2384*5 23n33 2178*9 2388*3 138178 FT SDri SecerfleS 

FTSESDMtopKir 238223235822 2 35835 2349.122341*1 23823B 213 8 .0 2 2 3 8 2381363.79 FT Bred MM 
FISE M-6toB 2455*32451.49 2455113 2481452480*52482*1 198878249241 61*2 FTSE flntt Ubm 


-1897 - Stajce 

Oa 10 Od fl Od 8 Oa 7 Octa Um Ugh 

1307*7 130875 1309.19 1307*2 1305.40 1341*2 1223X8 134882 
2882*7 270137 2775*1 278558 277175 Z79U8 180180 279L80 
2704*3 271112 2778*4 2775*2 2779X6 278U7 1947.11 2785*7 
33867 33597 3387* 3402* 3307* 3407* 2782* 3407* 
100*0 100.13 10870 101X3 101*3 181*2 83*1 127X0 
132X2 132*7 13123 133*4 13130 13154 113*5 133*7 
1524*3 1512*8 1531.77 1407.14 1517*4207481 1270.14 2074*1 


OpSon! RFRKE 1 .CT FUTURES IBBTE n 

8c FOREX 58 DOVER STREET; LONDON W1X SRB H 


PBraisaiENTS 
I WELCOME | 


TEL: 0171 629 1 MS FAX: 01 7] 49$ 0022 
bttpdhnra.ULn.ik 


Union 


(MARGINED FOREIGN EXCHANGE 
FUTURES & OPTIONS 

24 HOURS |-| 

li*.tp:,'/WAM‘.unioncr<1.com I- { I 
Fax 0171522 3317 EJI 


0171 

283 

8333 



Ml 


All Futures, Options 
& Margined Forex 

1 Contact: James Allan 

Teh 0171 3373999 
ftr 0171 337 3997 
Web Stic fcnpJhvww.gaUo.ul> 

A COMMANDING PUSUM 


■iW FLOORS IfOW AUAUABLE 
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ED&F MAN DIRECT tiSgajgBBgHM 




paid 

Renun. 

1897 

up 

rirrtu 

»gh 

Low 

Nl 

29711 

lUpm 

iVpm 

Afl 

27710 

2pm 

+2pm 


RIGHTS DEFERS 

issue Amount Latest 

price paid Renun. 

p up data 

6 Nl 29/11 

13 Ml 27/10 

pm pramktit. 


BANK RETURN 

BANKING .DEPARTMENT 

UafaBtSaa 

Capital 

Public daposto 
Bonkers depoerts 
Reserve and cither aocourts 


Qoirammont securKhs 
Advance and other accounts 
Premise, equipment and ctitwri 
Notes 

Cota 

ISSUE D6PARTMEWT 

UabOBas 

Notaa In .tiratiafian 

Notes in Banking Department 


Other Government securities 
Other Securities 


UK GILTS PRICES 


m% fture 
Wra Price £ *4- On 


LONDON RECENT ISSUES: EQUITIES 

•sue Amt MkL Ctoee 

price paid cap 1997 price 

p up (Cm.) High Low 8toclt p +/- 


Cfodng price paid cap 1907 

Stock price p • +or- p up (Cm.) Hgi Low Stock 

Ccratid Core Hrpm * FJ». 454.7 iaoJt 152>2 4«rato 

Pramto Aeost ktisn 1%pm • - FP. 674 17»2 toa 

- FJ». 0*8 12 8 TBuddend 

- FJ». W* as 1 ? 94 CtoKpm I 

- FP. - 17*1 15*2 crerrvmv 

- FP. 3*8 3I4 2^ tCambuY 


Nat Ov. Gre PTE 
riv. cov. y*d net 

+3 W3* 2* 2*24X 


Octobers, 1997 
£ 

14^53*00 

1^18X54*39 

2,676,645.037 

3*64,772X26 

7*05X23*02 

1,358.522^25 

4X50^)29,038 

1X75*T77JBSB 

10.781.879 

111,404 

750SX233XB 


22fl7W18.121 

10,781,079 

22.o0aooo.ooo 


Increase or 
-fStiftBSBfct'MSS* 


+347,751.197 

+139,568*94 

-676*00236 

-180281945 

-4*86,000 
-029,835*39 
+746,680,788 
+250.608 
-4 ,798 

-180293*45 


-40*50*06 

+250*06 


- FP. 0*6 

- FP. 94* 

- FP. 

- FP. 3*8 

- FP. 0*8 1*2 I 2 ■fCeroburyhwWrts % - - 

- FP. 127* 174 155l 2 Curative PuMah l5B»j LW7.0 IX 5*16.1 

100 FP. 8X3 156 10B>i ■(CeropuBrland UK UQlj M1XS 4* 1* 21* 

§134 FP. 7*8 147ij 13412 tlSSokdona l47lj - - -40.0 

155 F.P. 17* 178ij 1B21+ Laktiraqa 174»| - - - - 

§115 FP. 14* 15212 140 fNSB Rata) Sys 152lg L1.15 TJ 0*502 

- FP. 2*11 504 450 Nortiem Rock 498 +I6>z l**5 2* 2* 19.7 

70 FP. 27.7 61 53 Notfham Forast 81 - - - - 

§245 FP. 142.1 268% 245 SHL Gap 206^ -1 LW4* - 21 - 

t Attamtira k w eewra n t k ti rit § ptaefeg pice. - irwutiuctiaa Far a *4 mp ka wiin n ri Si 
other aymboh ptaaaa raior 10 The London Shwe Sarvieo nrieo. 


I8I2 tSuckUndhv 17Ji 
8 TSucidendlnvWrt 10 
94 Csimjrrn Demut T7 94)2 
15*2 CaknpmYWta 17^ 
2*2 tCantauy hv 2 1 * 
h TCerobury irw Wrts L 
155^2 ChraHve Puttei I58»a 
UK I40ij 
Wh 
174% 
I «2>» 


LW7.0 IX 5* 161 
M1X5 4* 1*21* 
- - -40.0 


152lj LI. 15 T* 0*502 

498 +16>Z l**5 2* 2* 19.7 

81 - - 

26612 -1 LW4* - 21 - 


FTSE GOLD MINES INDEX 


% cbp Met 

Od (toes Mtitop Sato Bnw tito WE 
IB St/IMB ton ton ytew % afle 


1824*3-164 <1*8 100*6 1*5 


Be ato Law 
- 188511 1270.14 


13.468,314*05 -2*80225*24 

8*21*85*95 +2*49*25*24 

90 non nnn non -4ADOO.DOO 


1508*4 -MU 113 
1586.65 -28* 4*0 

1539X9 -88 28*3 


5*6 25*5 2518*0 1224*0 

2*7 1840 221 8.00 133810 

0*7 57.17 1839.77 1244*3 


Monk Arteries P2) 153849 -88 28*3 E823 067 57.17 1 

Copyright. FTSE Wamretand UmSad 1997. AS rigMs laearaad. Ftotrae fei 

rantoBr at canraartos. Saab U8 Qatar*. Bbm VekiaK iQOaoo 31/12/92. X P 


W*% Amt 
MeeE *t- to 


w*% tort 

PrtaE *4- to 


awto-gtoMtotoftoYin) 

EnH 15ec 1897— 10M 

Treat +VC139W 
BcfiMrfei 
Tims 


bebiaci 
TntfB^pc 
8M*«aWBl 
Entil .. 

Tubs ioimc 1990 

liaasSpeWStt 
Crew 10L. nc 1980 


105 -2 

10® O 
105* -* 


BIB N*70c27 
800 tfOtOOT 
3550 JfH) J919 
.8150 SOOIMO 
B3S W30Sti30 
3009 ratal Pkco 

1*00 JY15JB15 
1700 MJ^Oe 
3*50S*e6tt28 
1252 WTSto nS 
6^0 FfltOkJlO 
use HjezHrc 


Trtto 8^2000 * 1 

Cwflpea"”" 

Treat I3pc 
To* Upe 1090-1 
TnsapelDQm 
TnsRQiteteaiBl 

Des10pc2001 

On 9>gpe20D 

Cora 5 Vos 2001 

ItasTtoSBli. . . 

Eah12Kl»4 f 1M 

CDW1O0C2V2 

Treat 7pc2932fl 101^ 


-* 109 JjfflJaa 

-* 5*50 Sl*3 
-3 3171 J(MJrt4' 
-2 970 Bt22M£? 

-8 9*00 Ju7!W 
_ 3LD0D flOdWpA 
-1* 4,406 AbZ5Fb 2B 
-1* 3 JsT2Jjn2 

-1* 35 ftlOAtilo 

-12 11750 
-2 105 JfZ2J*22 

-1* 21 0C11 Apll 

-1* 9JXH DS7JB7 


Tree ioi» 2Q0&-3 
17.4 OM He* 10*2008 

-mjiara mreraaDOM-- 

219 1788 TlWlBlcaW i 

22*1308 firdog JitfC «H- 

1KB 0*3^2004 

Tea 64^*2004# 

23812G4 CBW9*jJE2005 

8*1288 Bdt10>iPc20QS i 

Trato I2iase 2D0J-8 — 
1351242 n^^anst, 

Cm OApeJWB i 

Tastf^zooett 

HosT^sc 2008ft 

TM4Bpe20BMtt — 

Trawl l^peZOB-7 — 

TIB* ftljfC 2007 ft 

17.7 - TtooT^rpcJODW — - 

2281244 Treat 13^x2004-6 

iHm TrmBpeaW# 

2ISS 

73 - TWS«ri*201OB 

14*1230 Cm Spain 2011# — - 

£1 - loBBOrcmm ' 

MX ansi nmsizpesaoB-ntt.- 
flJ - T«»7\|x20l2-lStt- 
aio - 

285 - 


11 % -7 
ll® -1.7 
1»k >1* 
117* -1£ 

-I* 

116 -1* 
100U -19 
116k -1* 
T230 -1* 
1 X)& -1* 
Hill -29 
. 121k -20 

ii»a -11 

W7B -IT 
Wfl -1* 
121B -1* 
113% -22 
1BSIS -23 
135J, -IX 
UOd -13 

inn -m 

Wt -43 
121k -M 
T2^d -13 

«A -« 
non -11 


9 X 25 JJ 25 
2*03 MtSSeB 
1*20 SBI 9 M 19 
23 HtlSMylS 
M 3 JlUJfU 
3,412 ApJSOcaS 
8*00 tt{26*26 
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FT GUIDE TO THE WEEK 



MONDAY 


CDU congress 

The Christian Democratic Union 
heatfed by Helmut Kohl the German 
chancellor, starts a three-day congress 
m the eastern Goman dty of Leipzig 
that is intended to fire up the party for 
50 weeks of campaigning at state and 
federal level before the en&fieptember 
1998 general election. Mr Kohl 
capitalising on his record as the 
chancellor of German unity, will 
appeal for unity and support today. On 
Tuesday the congress will debate 
Europe, education and social and 
economic policies before tackling law 
and order on Wednesday. 

Royal visit 

Queen Elizabeth, the Britidi monarch, 
begins the Indian leg of her tour of 
Pakistan and India to commemorate 
both countries' 50th anniversary of 
independence from Britain. Her 
itinerary includes the laying of a 
wreath at Jallxanwala Bagh in 
Amritsar on Tuesday as a “special 
gesture" at the site of one of the worst 
atrocities of the British Raj. British 
troops there under the command of 
General Reginald Dyer in 1919 opened 
Are on unarmed Indian demonstrators, 
kill i ng more than 370. Some Tmtian 
politicians have sought a formal 
apology from the Queen during her 
visit Though this has been ruled out 
the wreath- laying is seen as an act of 
some atonement. Hie Queen will also 
open a big UK trade fair in New Delhi 

Pacific talks 

Leaders of 
South Pacific 
Forum 

countries will 
meet Japanese 
prime minister 
Ryutaro 
Hashimoto in 
Tokyo. The 
two-day 

meeting is the first summit between 
Japan and the 16 South Pacific Forum 
members, and reflects Japan’s push for 
greater involvement in regional affairs. 
Talks covering promotion of trade, 
investment and tourism between Japan 
and the South Pacific region are aimed 
at promoting regional ties and 
cooperation. 

Emu verdict 

EU finance minis ters in Luxembourg 
are expected to agree that Britain is on 
course to meet the criteria far joining 
economic and monetary union. But the 
government is still coy about whether 
ft intends to exercise its Emu opt-out. 
Ministers will also discuss plans far a 
code of conduct on tax competition and 
practical aspects of the transition to 
the single currency in 1999. 

PostaJ sort out 

The Universal Postal Union holds a 
two-day meeting in Geneva to discuss 
the future of postal services in the era 
of electronic communications. More 


Other economic news 

Monday: Japan's balance of 
payments surplus is expec- 
ted to rise strongly - possi- 
bly by as much as Y800bn 
($6.6bn) - when the figures 
for August are released 
today. Soft domestic demand 
and good export growth 
could take the annual sur- 
plus growth to 65 per cent 
Tuesday: Inflation in Spain 
is likely to go highs-, after 
increases in tobacco, food 
and energy prices, sending 
the CPI for September to 
above 2 per cent- 
Wednesday: UK unemploy- 
ment is expected to have 
declined in September. The 
average fall in the claimant 
count has been roughly 
40,000 in the last six months. 
The market will be watching 
August's average earnings 
figures for signs of wage 

inflat inn. 

Thursday: US Consumer 
Price Index figures for Sep- 
tember may see an uptick in 
core inflation, after rises in 
housing and tobacco prices. 
Friday: Housing starts in the 
US may show signs of a 
turnaround in September, 
after steep declines in July 
and August Deutsche Mor- 
gan Grenfell in London fore- 
casts a 4.9 per cent monthly 
rise. 



Cfeieen Szabeth wffl on Tuesday toy a wreath to commemorate the 1919 1 


i by British sokBers of unarmed demonstrators In Intfia 


than 400 ministers a nd officials will 
consider business strategies "to ensure 
the survival and success of the postal 
service". The UPU, which is based in 
Berne, the Swiss capital says the post 
is still vital for mo6t of the world’s 
population which have little or no 
access to telephones and computers. Its 
189 member countries form "the largest 
physical dis tribu tion network in the 
world", the UPU notes. 


Floating Ideas 

Shell UK, the energy group, holds a 
briefing on the latest developments for 
the disposal of the redundant Brent 
Spar oil platform. 

Oslo budget 

The Norwegian government which will 
resign this week to make way far a 
centre-right coalition, is expected to 
present a budget dominated by fiscal 
tightening through increased indirect 
taxes. Although the proposals are 
expected to lead to a tightening 
equivalent to 1 per cent of GDP, they 
Could be amended shortly by the new 
government, which is due to take office 
on Friday following last month’s 
inconclusive general election result. 
The coalition is nevertheless likely to 
endorse Labour’s budget proposals for 
increased spending on single parents, 
healthcare and pension entitlements. It 
could, however, have difficulty pushing 
through any controversial new policies 
as it will command only 42 of IK seats. 


Talk to trees 

More than 3,000 participants, including 
49 government ministers, are expected 
to attend the 11th World Forestry 
Congress in Antalya, Turkey, 


continuing until October 22. 

Holidays 

Bahamas, Belize, Rhutan, Burundi 
Canada. Colombia. Fiji, Guam. 
Guatemala, Honduras, Puerto Rico, 
Turks and Caicos Islands, Virgin 
Islands, Western Samoa, some US 
states: all federal offices closed: 
markets open. 


TUESDAY 


Tokyo visit 

Nsbfl Shaath, the Palestinian minister 
of p lanning and international 
co-operation, visits Japan to seek 
Tokyo’s support in ongoing 
Middle-East peace negotiations and 
economic assistance for Palestine. Mr 
S haath, a close aide to Palestinian 
leader Yassir Arafat, will meet Kelzo 
Obuchi, the foreign minister, and other 
leaders during his four-day visit 

Pure fiction 

The winner of 
the UK’s most 
prestigious, but 
not the most 
lucrative, 
literary prize is 
announced in 
the City of 
London’s 
G uildhall. The 
£20,000 Booker Prize invariably attracts 
controversy and some ridicule but at 
least ensures publicity for the short 
listed books by British, Irish and 
Commonwealth writers. This year’s 
contenders are Quarantine by Jim 
Crace: Europa by Tim Parks; The 



Underground Man by Mick Jordan; The 
Cod of Small Things by Anmdbati Roy, 
Crace Notes by Bernard MacLaverty, 
and The Essence of the Thing by 
Madeleine St John. 

Standard reply 

"World trade needs worldwide 
s tandar ds" is the theme of World 
S tandar ds Day, which focuses on the 
role of standards in casing global 
commerce. The three main 
standards-settlng bodies, the 
International Organisation for 
S tandardisation , the Intamatirmal 
ietoi«*!mtprhniffai Commission and the 
International Telecommunication 
Union, urge countries to adopt 
in ter nati onal standards. 

Economy award 

Winner of the 1997 Economics Nobel 
Prize is announced by the Royal 
Swedish Academy of Sciences. 

Fed head speaks 

Keynote Washington speech by Federal 
Reserve chairman Alan Greenspan. 

Holidays 

Georgia, Malawi Yemen, Zaire. 


WEDNESDAY 15 


Cuba trade crunch 

The six-month deadline for agreement 
between the European Union and the 
US over the controversial Hehns- 
Burton legislation on trade with Cuba 
passes at midnight tonight. The EU 
wants non-US companies to be 
exempted from the effects of the law. 


which bans businesses from 
“trafficking" in former US assets in 
Cuba. Talks between the two sides on 
neutralising the law’s extraterritorial 
effects resumed this week in Brussels. 
But if no agreement is reached by the 

deadline, the EU could re-activate its 
demand - suspended in April - for a 
World Trade Organisation disputes 
. panel on the issue. 

Motor straw 

The London Motor Show opens to the 
public with Che UK debuts of some of 
Hits year's most important new cars. 
Taking pride of place will be 
Volkswagen’s new Golf and the 
revolutionary Mercedes-Benz A Class. 
The show, held at the Earl’s Court 
exhibition centre, closes on October 26. 

Sicilian trial 

Mnropnn dell’Utri, former chairman of 
Italian advertising firm Publitalia, 
gtanda trial in Palermo on charges of 
Mafia association; Publitalia is part of 
former Italian prime minister Silvio 
Berlusconi’s Fininvest empire. 

Result of experiments 

Winner of the 1997 Physics and 
Chemistry Nobel Prize announced by 
the Royal Swedish Academy of 
Sciences. 

Diet sense 

Experts freon around the world gather 
in New Delhi for conference on Food. 
Nutrition and the Prevention of .Cancer 
sponsored by the World Cancer Relief 
Fund 

Holidays 

Burkina Faso, French Guyana, Sri 
Tjrnka 


THURSDAY 


Meat meet 

A London 
conference on 
the European 
meat industry 
will address 
important 
questions 
facing the 
sector. The 
crisis over BSE 
has hart a dr ama tic effect On 
consumption patterns, with falling beef 
sales partially offset by greater 
c onsump tion of pork and poultry. At 
the same time the European beef 
regime is due for reform, likely to 
involve cuts in support and production. 


Trade tussles 

The European Union is expected to 
outline how it intends to reform its 
banana-import re gime following a 
World Trade Organisation ruling that 
it violates fair trade rules. The WTO’s 
dispute settlement body is also due to 
establish a panel to investigate South 
Korea’s liquor tax laws, which the US 
and EU argue discriminate against 



imports. Other disputes an the agenda 
indude Chile's alcohol taxes, India's 
Import restrictions on consumer goods 
qnd Japanese quarantine regulations 
affecting farm produce. 

Glass collection 

The p griring tnn cnllftctirtn. 
representing British glass 
manufactured from the mid- 18 tb to the 
mid- 20 th century, is expected to realise 
more than £ 200,000 in a two-day sale by 
Christie’s of South Kensington. 

Holidays 

Israel, Myanmar, Vatican City. 


FRIDAY 


Baltic exchange 

German foreign minister Klaus Kink el 
meets Baltic foreign ministers In Riga 
for one day of talks on European. Union 
gypmstnm . European security issues 
and regional co-operation. 

Brief encounter 

Highlight of the two-day annual 
conference of English and Welsh 
solicitors in Cardiff will be a speech by 
Lard Irvine, the Lord Chancellor. He is 
expected to announce how far the 
government proposes to implement 
Lord Woolfs proposals for reform of 
civil justice and outline its own plans 
for r e fo rm of civil legal aid. Elsewhere 
solicitors will he focusing an the future 
of legal practice. 

Albania conference 

Ministerial-level international 
conference on Albania starts In Rome. 

Holiday 

Haiti. 


SATURDAY 


Asean trade talks 

Trade ministers from Japan and the 
Association of South-East Asian 
Nations meet in Kuala Lumpur to 
discuss regional trade co-operation and 
multilateral trade negotiations under 
the World Trade Organisation. The 
meeting comes after Japan last month 
hosted the first gathering of economic 
ministers under the Asian-European 
Meeting, ASEM, and reflects its efforts 
to expand Its role in regional affairs. 


SUNDAY 


Visiting cards 

Bridge players converge on 
Hammamet, Tunisia for the 33rd world 
championships (to November 2). 

Hands up 

Christie’s sale of Muhammed Ali 
memorabilia in Los Angeles. 


Compiled by Roger Beale. 
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ACROSS 

1 Leaves collected here for 
potting (3.3) 

4 Fruit is gathered In the fall 
(6) 

8 Australian rugby player's 
jumper (7> 

9 Millionaire's roe? t7) 

11 Escape route taken by air- 
craft (84) 

12 Control for a bit (4) 

13 It's still produced in Russia 
(5) 

14 Our mutual confidant (4r4) 

1G One having a row with 

youth leader in kitchen (8) 

18 Imprisons many for a long 
time (5) , 

20 Fifty stick around, looking 
far from pleased (4) 

21 Fresh start for an old 
scholar? (5,5) 

23 Taxi runs into a horse - 
ghastly! (7) 

24 The Spanish are arter an 
adjustable clasp knife (7) 

25 Personal property indudes 
unusual teaset (6) 

28 Approaching resort of St. 
Malo (6) 


DOWN 

1 Dog track (5) 

2 Declared a supporter in a 
posable deal (7) 

3 Bar attire ordered by judge 
(9) 

5 A laundry is flooded (5) 

6 A foothold on the mount (7) 

7 The bloom or youth (9) 

10 Mouth-watering church 
decorations (9) 

13 Be hesitant, empty and sick 
at heart (9) 

15 Catch with line perhaps, 
being skilftil (S) 

17 Beat a doctor in the final 
CD 

19 Far-seeing man belatedly 
absolved from guilt (7) 

21 A measure of gold held up 
as an incentive, we hear (5) 

22 Minister to negotiate (5) 



MONDAY PRIZE CROSSWORD 

No.9,504 Set by DANTE 

Six bottle s of Davys Celebration Champagne tor the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable In person or by post. These prizes are available 
only .to winners living in Rn glanrf , Sco tland arwt Wales. Winners with 
overseas addresses will receive a set of silver-plated {dace name bases 
and cards. Solutions by Thursday October 23, marked Monday Cross- 
wad 9,504 o n th e envelope, to the Financial Times, 1 Southwark Bridge, 
London SKI 9HL. Solution on Monday October 27. Please allow 28 days 
for delivery of prizes. 


Solution 9,492 


□uanaa □□□□gqeb 

a 

□ 

□ 

B 
B 

□acia □nnaaciEinDB 


l AIL I SMPIEm 

■cMsMhB 

mAlNlclEMTT 

■nIrMaB 


WINNERS 9,492: Alison Jessup, London W8; Mrs B.B. 
Lawrence. Seaford. East Sussec 

Essex; DJL. Robertson. Knaresborough. North Yorkshire. 
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FINK WINKS ANB EATING 


IS YOUR COMPANY 
DOWNSIZING? 

Hie effect on the Individual can mean 
the end of a current career ... 
redundancy. 

As a caring anqA^sr Ihere b now more you can 
do far the coleagues you have to let go. 

Bounceback te an entirety new magazine aimed 
at supporting and enhancing your companies 
redundancy p rogr am me whilst providing positive 
help, advice and guidance that comptemsnts and 
prolongs your own support 

Bounceback will respond to three 
main reader needs. 

M 1 can afford to retire if l am carefuT 
Ml need a new Job" 

mi am going to set up my own busness’ 

It will deliver a single source list of useful 
leads and contacts and a range of options 
and choice as well as posfflve and 
supportive articles. For only £12 for the first 
4 issues a small Investment In someone’s 
future. 

To maintain confidentiality we will send 
copies to your H.R. Department for 
forwarding to ex-colleagues. 

To place your order just phone the 
Bounceback Confidential ' 


HOTLINE ^ 


01455 

852244 

NOW! 



24HR SERVICE 












